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MONDAY, MAY 4, 1953 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Wash ington, D eF. 


QOA 
ost, 


The committee met, prusuant to call, at 10 a. m., im roon 
Senate Office Building, Washington, D. C., Senator George D. Aiken, 
of Vermont, presiding. 

Present: Senators Aiken (chairman), Thye and Schoeppel 

The CHatrMAN. The committee will come to order. This morning 
we are beginning hearings on exports and imports of dairy products 
and their effect on farm programs in the United States. This is a 
very important phase of these hearings. 

We have with us this morning the secretary of the National Milk 
Producers Federation, Charles W. Holman. 

Mr. Holman, you have a prepared statement. We will probably 
save time if you will just go ahead with it, unless you prefer tosum- 
marize it. 


STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Houtman. Mr. Chairman, to save the time of the committee 
in addition to the prepared statement we have made every effort to 
cut it, so that I will only read to you excerpts from the testimony, 
but I will indicate where we jump from page to page. ; 

The CHarrMAN. Very well. The complete statement as you have 
prepared it will appear in the record. 

Mr. Houtman. We will also abbreviate some of the appendix 
material so as to shorten it. 

The CuatrMAN. You have many tables and charts. Will you go 
over them with the committee staff? We will insert such parts of 
them in the record as are pertinent to the testimony and the situation 

Mr. Houtman. I am secretary of the National Milk Producers 
Federation, the oldest and largest agricultural commodity organiza- 
tion in the United States. Our group consists of 94 farmer-owned 
cooperatives and some 600 submember associations with a combined 
membership of approximately 460,000 dairy farm families residing in 
46 States. The volume of milk and cream sold or manufactured in 
various forms by these cooperatives exceeds 22 billion pounds a year 
That is more than one-fifth of all milk and cream leaving United 
States farms in commerce, and is equal to two-thirds of all international 
trade in dairy products. 

547 
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1 am appearing in connection with immediate problems affecting 
our dairy farmers that need legislative action in this session of the 
Congress 

We believe that section 104 of the Defense Production Act provides 
the best liberal treatment of the import problem despite statements 
to the contrary. This section does not provide for any discriminatory 
action against any foreign country. Under its post maladministration 
an exceedingly high level of dairy imports have been allowed to come 
into this country at a time when it has become necessary for the 
Federal Government to purchase very large quantities of storable 
dairy products because of unmarketable surpluses upon the domestic 
market. Such a condition can be improved by a sincere, sympa- 
thetic administration. 

We support section 22 of the Agricultural Adjustment Act with 
amendments which would enable it under proper administration to 
accomplish the objective of necessary protection against competitive 
dairy imports 

Senator ScHoEPPEL. Mr. CHAIRMAN? 

The CHarRMAN. Senator Schoeppel. 

Senator ScHorePPeL. Might I ask you a question there 

Mr. Houtman. Yes, sir. 

Senator ScHoEPPEL. I happen to be one who has supported section 
104, and I concur in your views. You say that you can support 
section 22 of the act with amendments. Do you cover the amend- 
ments in your statement? 

Mr. Houtman. I have not covered the amendments We have some 


») 


CTAVe doubts about the administrabilit,y if [ can use that word 

about section 22 in its present language. Experiences with it in the 
past indicate that it takes as long as 2 years to even get the Commis- 
sion to consider the matter [ recall that the present Solicitor of the 


Department of Agriculture, Mr. Karl D. Loos, before he took that 
appointment was a very distinguished lawyer in town and heads a big 
law firm, it took him 2 vears to even get the attention of the Tariff 
Commission to a tree nut case which he was handling on behalf of one 
of his California clients. 

We have grave doubts, also as to the practicability of section 22 
because of the discretionary power which lies in the nature of that 
particular amendment. We feel that section 104 is far better in the 
fact that it requires the Secretary of Agriculture to get busy immedi- 
ately and gives him standards on which to act. However, we are not 
opposing section 22. We feel that the two can probably work together 

The CHarrmMan. The Chairman of the Tariff Commission, appear- 
ne before this committee last week, produced evidence to show that 
section 22 could be used and will be used within a period of 30 days 
when the administration so desired. If at times cases dragged along 
for a year or two, it is apparently due to the reluctance of those in 
command to push them. He gave us instances showing where section 
22 had been used only 5 times in 17 years. But in at least 1 of these 
cases the order was issued within 30 days from the time the Secretary 
of Agriculture sent his communication to the President. 

Mr. Hortman. It is for that reason, Senator, that we fear to give up 
section 104 

The CHarrMan. I understand that. The reason for section 104 
would undoubtedly never have come into existence if the adminis- 
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tration had used section 22 as intended by the Congress when it put 
it on the books. 

Mr. Houtman. | think that is probably correct. 

Senator ScHorrPeL. That is one of the reasons why I was so much 
interested in your views with reference to the amendment to section 
22. It has come to my attention that there has been much dissatisfac- 
tion with section 22, much fear of eliminating section 104 without 
knowing how section 22 was going to be administered or modified 
or changed. ' 

Mr. Houtman. We can offer proposed amendments which we 
believe would improve section 22. But the great weakness of section 
22 is just as Senator Aiken said, the reluctance of administration 
officials to use the discretionary power. 

The CHarrMAN. You would agree, wouldn’t you, Mr. Holman, 
that in the hands of an administration which sought to use section 22 
effectively and in accord with the intent of Congress, that the ad- 
ministration could use it more efficiently if it were permitted to issue 
temporary orders regulating imports while awaiting for more thorough 
investigation by the United States Tariff Commission? 

Mr. Hotman. Yes, I agree thoroughly with that idea that the Presi- 
dent would put in a temporary order and we would see no reason 
in not using section 22. We are in real jeopardy if we lose section 104 
at the present time. 

The National Milk Producers Federation subscribes to the Presi- 
dent’s recommendation that the Reciprocal Trade Agreements Act 
be renewed for 1 year only while our whole international trade policy 
is being reviewed. Many things have happened in international 
trade as a whole, and particularly to world trade in specific commodi- 
ties puring the past 20 years. The time has come for a thorough 
review, reappraisal and reorientation of our foreign trade policies and 
methods. 

The National Milk Producers Federation realizes that foreign 
market outlets are necessary to many of our major industries if they 
are to continue to operate at near capacity and maintain a high level 
of employment. The federation realizes that if countries are to 
import from us they must have market outlets here for goods that 
will offer them a means of repayment; but at the same time we insist 
that the articles which they supply us must be those that we need 
and want. In this, our policy should be to encourage the importation 
of items which we can use, rather than add to surpluses which we are 
hard put to find a means of disposal. 

Both on a domestic and international basis, milk producers are 
willing to take their chances in an economy of free enterprise, provided 
that neither the domestic economy nor the conditions of international 
trade are rigged and made void of all characteristics of free enterprise. 

We have consistently opposed production controls and arbitrary 
increases in price supports. We have favored the Flexible Price 
Support Act of 1949. We have offered to engage in our own program 
of self-help in price supports. 

During the past 20 years our domestic tariffs, through a series of 
international agreements, have been reduced until the ratio of duties 
collected to the dollar value of all dutiable imports has dropped from 
50 percent to 12% percent in 1951. This international policy has been 
attended by domestic policies that have resulted in farm-wage rates 
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rising to 4 times their 1935-39 levels while dairy-products prices 
received by farmers increased only one-half that amount. In view of 
these conditions that have led to an inflated-price level for the economy 
as a whole Congress has enacted price supports for agricultural 
products in excess of world prices. 

These policies have led to a heavy subsidization of the exports of 
many of our agricultural commodities which are being produced in 
quantities conside rably in excess of domestic requireme . Accord- 
ing to our Secretary of Agriculture, even though our rates of export 
subsidization have been declining, in 1951—52 we financed through 
foreign-aid funds 14 percent of our cotton exports, 18 percent of our 
tobacco exports, and 45 percent of our wheat exports. 

These estimates relate only to direct foreign aid. They do not include 
shipments that may ware been financed by dollar exchange created by 
military aid or other grant funds.! 

Now our dairy industry is being asked to yield to dairy imports in 
order for other countries to secure a few dollars, under the assumption 
that they will be used to pay for exports of these other agricultural 
commodities now so heavily subsidized. Will not a displacement of 
dairying result in the production of more wheat, more cotton, and more 
tobacco to be subsidized for foreign consumption? 

With high governmental supports under wage rates, feeds, and 
other articles which dairymen use in milk production and with curren- 
cies of dairy exporting countries devalued one-third in terms of United 
States dollars our dairy farmers are forced in self-defense to ask for 
comparable price supports and import controls on dairy products. Our 
dairy farmers are caught in the jaws of a vise, one side of which repre- 
sents domestically supported high costs of factors of production; the 
other side of which represents arbitrarily reduced prices of forei ign 
exports of dairy products. We are appealing to you, our representa- 
tives in Congress for help. 

Our testimony will show that, without preventive action, imports 
of dairy products would be of such magnitude that they would greatly 
contribute to the burden of our domestic price-support program, and 
in the case of certain articles substantially reduce the volume processed 
in the United States. The reasons for these conclusions are simple 
and direct: 

(1) Domestic production of dairy products is in excess of market 
requirements and is currently resulting in large Government price- 
support purchases 

(2) Our domestic support program is supporting dairy product 
prices at levels substantially above world market prices. 

(3) Currency devaluations of foreign countries and reduced domestic 
tariff rates have rendered out tariffs ineffective. 

(4) Uncontrolled imports of certain dairy products produced domes- 
tically, and at prices below existing support or market levels, tend to 
force domestic producers out of the competitive market for milk 
supplies, and thus drastically reduce domestic production of those 
products. 

(5) In recent years, approximately 35 billion pounds of milk 
equivalent have been entering international trade in the form of 





Testimony before Senate Committee on Agriculture and Forestry. Apr. 9, 1953 
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various dairy products. This quantity has been growing and is 
constantly seeking new market outlets. An open market, supported 
at above world prices, would be a prime target for such a tremendous 
volume of potential imports. 

(6) Import controls of dairy products are necessary as a counter- 
vailing measure to currency devaluation of foreign countries and a 
domestic-price level considerably above world prices for dairy products. 

The CuHarrmMan. I noticed one important omission there, Mr 
Holman. What would be the effect on the price of fluid milk to our 
American consumers if the American dairy farmer found himself 
deprived of markets for cheese, butter, and powdered milk because of 
foreign imports? 

Mr. Houtman. The effect would be gradually the decline in the 
total production of milk, and as the total production of milk declined 
the price to the consumer would have to go up. 

The CHartrMan. Do you think that would be a gradual decline 
provided that the price of butter and cheese should drop a third? 

Mr. Houman. | don’t think it would be immediate. I have known 
times, for example, when under very drastic price declines, particularly 
in your own State, where the farmers, feeling that they had to have so 
much income a month, would come right on down to the very last 
level before they would reduce the number 

The CHarrMan. Then what would finally happen‘ 

Mr. Houtman. Finally the cows would go to slaughter. As the 


ot COWS 
) 


cows go to slaughter, a shortage comes on. With shortage comes, as 
a rule, a rise in the price of milk. 

The CuarrMan. I| checked on what would be necessary to maintain 
dairy income provided that the price of butter should be reduced 20 
cents a pound, which would bring it down to somew! 
60 cents. According to the official figures given me, the price of 
fluid milk would have to be increased throughout the country 3 cents 
a quart to offset a drop of 20 cents a pound in butter 

Mr. Houtman. That is very interesting information to me, Senator 
I didn’t know that. 

The CHarrMan. I have that data if you would like 


Mr. Houtman. I would like very much to get it 

The CHarrMAN. For each 5-cent drop in the price of butter the 
price of fluid milk would have to be increased five-eighths of a cent a 
quart in order to maintain the dairy farmer’s income. 

Senator SCHOEPPEL. I might say to the chairman that I was passing 
on a matter of inquiry in a telephone conversation and I did not hear 
the first part of the chairman’s statement, which he just made, which 
is very interesting to me. What was the source of that statement? 

The CHarrMan. The Bureau of Agricultural Economics. 

Suppose we had unrestricted imports. It would mean that 
price of butter would drop maybe 20 cents a pound 

Mr. Houtman. Just about. 

The CuHarrmMan. To counteract that it would be necessary to in- 
crease the price of fluid milk 3 cents a quart. That is why I asked you 
the question that I did, Mr. Holman, because | think that is one of 
the most important effects completely overlooked by those who advo- 
cate free. trade, that you cannot import fluid milk, I think the largest 
agricultural commodity in America. 
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You cannot import fresh milk. If you import the byproducts and 
reduce the market or eliminate the market for the byproducts of the 
dairy, then the only answer is to import canned milk and use that or 
else increase the price of the fresh milk. 

Mr. Houman. There is a little fresh milk that comes across the 
Canadian line, but that is insignificant, really. 

The Cuarrman. That is relatively unimportant. With the industry 
growing as it is in Canada it is only a question of time before they will 
use all their own dairy products. 

Mr. Houtman. I believe that is correct, sir. 

In 1952, milk production on United States farms was 115.1 billion 
pounds. During the marketing year April 1952—March 1953, under 
our domestic price-support program, it was necessary for our Govern- 
ment to buy 143.4 million pounds of butter, 75.3 million pounds of 
cheese, ond 212 million pounds of nonfat dry milk solids. For the 
first 3 weeks of the support program beginning April 1 this year, 15 
million pounds of butter, 18 million pounds of cheese, and 28 million 
pounds of nonfat dry milk had been bought by Commodity Credit 
Corporation. This reflects trade opinion that prices will not advance 
above support levels, at least more than storage costs. And, of course, 
we may expect a continuation of this purchase program until at least 
the end of the flush season. 

Milk production for the first quarter of this year was at a seasonally 
adjuste ‘d annual rate of 123 billion a or 8 billion pounds more than 
1952’s production. On January 1, milk cow numbers were 3 percent 
above a year ago, and the ratio of heifers to milk cows for replacement 
purposes was at the highest level on record. Creamery butter and 
American cheese production during the first quarter of 1953 were both 
about one-third greater than in 1952. In February, nonfat dry milk 
production was running 73 percent higher than in 1952. Milk produc- 
tion on fluid milk markets during the past few months has been about 
15 percent higher than a year ago. 

Meanwhile, consumption of butterfat is yielding to substitutes, 
and stocks of dairy products continue to accumulate. In addition to 
the large Government purchases of butter and cheese just cited, 
manufacturers’ stocks of evaporated milk at the end of February 
were 3.5 times those of a year earlier; and stocks of nonfat dry milk 
were 5 times those at the end of Febru: ary 1952 

Senator ScoorppreL. Mr. Chairman? 

The CuarrMAN. Senator Schoeppel. 

Senator ScHorrPe.. I want to ask a question by way of an observa- 
tion. With the fall of cattle prices in the best category, or the best 
type of animals, there is going to be a disposition to hold onto any- 
thing like an accredited diary-producing animal, is there not? 

Mr. Houtman. That is correct. That has already been shown, sir. 
We probably would not have had this surplus if there had not been 
a very distinct drop in the prices of beef cattle. 

Senator ScHorpret. That is the point I wanted to make because 
that is a very great contributing factor. 

Mr. Houtman. Certainly this preponderance of evidence points to 
the fact that our domestic production of dairy products is considerably 
in excess of domestic market requirements, and, in view of a down- 
ward trend in butterfat consumption and increased cow numbers, is 
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likely to continue so for some time Under these conditions additional 
foreign dairy supplies not only are not needed but would greatly 
increase the cost of our domestic price support program, 

For the marketing year ending March 31, 1954, domestic dairy 
products are being supported as follows 


Butter 
Cheddar cheese 
Nonfat dry milk 


Grade A butter is equivalent t 
* Extra (spray). 


As of January 1953, United States butter prices as compared to 
those quoted by 3 countries which export three-fourths of all butter 
entering international trade were as follows: 


Country: i 
Australia 39. 0 
New Zealand ; 39. 2 
Denmark ___- 12. 2 
United States - ’ 66. 9 

The transportation cost on butter from these countries to the 
United States is 2 to 4 cents per pound. Our tariff on the first 60 
million pounds of imported butter is 7 cents a pound. Therefore, the 
above countries could land butter in New York for 48 to 53 cents per 
pound, or at about 75 percent of our support prices 

The CuarrMANn. Can you tell what the tariff is on any amount 
above 60 million pounds? 

Mr. Hotman. Fourteen cents. gut Senator, we have never im- 
ported 60 million pounds of butter in the history of the United States. 
The largest importation, as I recall, was in 1920 when about 37 million 
pounds cane in. Normally we would get—depending on market 
conditions—anywhere from 1 million to 20 million pounds of butter. 

Senator ScHonppPe.. I did not catch the amount that you said 
was it above 60 million pounds? 

Mr. Houtman. Fourteen cents a pound. That is the 1930 tariff rate 
under the act. That was reduced to 7 cents a pound for the first 60 
million pounds of butter which might be imported. After that it 
goes back to 14 cents a pound. Of course it is a ridiculously high 
quota there. I do not think we will ever get it. 

The CHarrMAN. Is it not true that the oleomargarine people are 
equally protected? 

Mr. Houtman. Yes, sir; they have a 14-cent duty. I do not recall 
whether there was a quota given to oleomargarine comparable 
butter or not. It can be looked up. 

Currently the United Kingdom is contracting for Cheddar cheese 
from Australia and New Zealand at 22 cents per pound (table A 


3 International Financial Statisti Internation netary Fund, A 
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A comparable price for nonfat dry milk in these exporting countries 
would be approximately 11.5 cents per pound. Our tariff rates on 
Cheddar cheese have been reduced to 3 cents per pound or 15 percent 
ad valorem, and on nonfat dried milk to 1.5 cents per pound (table 
i—see note at end of testimony.). This means that Cheddar cheese 
could be imported at about 28 to 30 cents per pound and nonfat dry 
milk at about 14 cents per pound. 

Furthermore, some of these countries export through a quasi- 
rovernmental organization that may set prices without respect to 
the value of other dairy products (Denmark), or without respect to 
the price obtained for the same product sold to some other country. 
Cherefore, they may export at even lower prices to us 

These lower export prices of other countries have been made possible 
through both their currency devaluation in 1949 and a lowering of 
our own tariff schedules under the reciprocal trade agreements pro- 
gram (table 1—see note at end of testimony 
International trade climate not favorable to free enterprise: While 
1e United States has lowered its tariffs during the past 20 years 
until today tariffs on dairy products are no longer effective, what has 
been the policy of foreign nations? Many of them, including the 
important dairy exporting countries of Australia, Denmark, France, 
Italy, Netherlands, Norway, Sweden, Argentina, New Zealand, and 
Switzerland have engaged in various forms of restrictive international 
trade practices. (Appendix A—see note at end of testimony.) 

Among these restrictions have been import licenses and quotas, 
advance deposit requirements for certain imports, import fees to com- 
pensate for differences in domestic and import prices, currency de- 
valuation of 30.5 percent, blocked currency, multiple exchange rates, 


| 
t 


preferential tariff rates, and quasi-governmental exporting agencies 
with preferential price policies. 

The international trade situation is so far removed from free enter- 
prise conditions that a year ago the then Secretary of State said: 

For 12 years I have worked to reduce international trade barriers, but today 


there appear to be more such barriers than 12 years ago.’ 


Be National Conference on International and Economic Development, April 1952 
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On April 9, Secre Lary of Agriculture 


> , 
Be nhson Sala 


In addition to using tariffs, « 








I juotas, and subsidies, various countries ha\ I 
luenced trade by multiple exchange rates which provide disguis export s 
sidies, and have made barter deals of such « lex i Ss virtuall sibl 
to estimate the price conces lad idividual co di s Che L\ 
also used exchange controls to conserve their scarce dollars, often buy 
dollar areas at higher prices.‘ 
. ' 
{ At this same hearing, Secretary Benson, with reference to the 
> : . 4 — . . F + 2 
' Reciprocal Trade Agreements Act, further stated 
t Wi ile me gotiations of iner ses oO! 1utv are aul rized mi suc increase has 
ever been negotiated The authority has been used reduce tariffs to the p 
that the customs duties presently in effect are the rv in the histor of the 
United States 
j The authority is also broad en t cover Matt 1 t r ad 
in addition to duties Negotiations ould be roa ied t ( sider I la r 
i devices other than tariffs, such as quotas and maniy ited exchange rates ()t 
nations have employed these devices t ur disadvanta offsetti < ' 
gains obtained through tariff modifications * * 
Agricultural programs are neither financially able rs ild be ex 
i pected to, support prices on a worldwide basis a a 
k costs of placing a price floor on an interna i ale tput 
or quantities that could be tmported 1 : anc 
price-support program, a cutba iom ( i uct t 
price support leve 
oak ; ‘ : ‘ } ; . 
; Che CHAIRMAN. Can you tell us roughiy what 1s the value o i 
¢ : ; " . . , ; , 
? dairy products produced in the United States 
Mr. Houtman. $4% billion 
é Mhe CHAIRMAN. Exclusive of veal and beef produced in the dairy 


herds? 


iat is purely the mulk 


HAIRMAN. What would the veal 


Mr. Houtman. That is right tr} 
oC he veal and beef production amount 


The 
to 7 
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Mr. Houtman. We SUPPLY about 40 percent I ll the b 


pi! Ol aii el sta 2 
tered in the United States 
; Mr. Water Corron (economist, National Milk Producers rer 
: eration). The total value of all dairy products and dairy cattle so 
would be between 7 and 7% billion dollars 
‘he CHAIRMAN. It has declined recently because of the price « 


beef, also the drop in the price ol} milk 


Go ahead 
Mr. Ho~mMan. Certainly, o1 


sere 


ir international trade policies are in ne 


. } ] 2 ¢ t} | 
of a thorough review and reappraisal. But in the meantime, we do 


not believe 2 million aairy farmers should be made the scapegoat tor 
confused and irreconcilable foreign and domestic programs 

Dairy products, minor source of foreign exchange: During the past 
3 years from 33 to 36.5 billion pounds of milk equivalent have entered 
international trade from all countries. This is approximately 10 
percent of world milk production. Of the total quantity of milk 
equivalent entering international trade, about 66 percent is represented 
by butter, 20 percent by cheese, and the remainder by canned and dry 
whole milk (Dairy Situation, BAE, April 1953 Since World War 
11, the quantity of dairy products produced abroad has been increasing 
and is, therefore, looking for expanded markets (table B—see note at 
end of testimony 


| 
| 
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In 1951, of 912 million pounds of butter exported, approximately 
one-third was by Denmark, another one-third by New Zealand, 13 
percent by the Netherlands, 8 percent by Australia, and 6 percent by 
Sweden. These 5 countries exported more than 93 percent of all 
butter entering world trade (table 5—see note at end of testimony). 

In 1951, of 779 million pounds of cheese entering international trade, 
New Zealand supplied 27 percent; the Netherlands, 21 percent; 
Denmark, 13 percent; the United States, 10 percent; and Australia, 
Sweden, France, Italy, and Canada, from 4 to 5 percent each (table 
6—see note at end of testimony). 

Of 949 million pounds of canned condensed and evaporated milk 
entering world trade in 1951, the Netherlands supplied 40 percent; 
the United States, one-fourth; and Australia and Denmark, each 
about 10 percent (table 7—see note at end of testimony). 

Principal exporters of dried skim and dried whole milk are the 
United States, New Zealand, and the Netherlands. In only a few 
countries do export markets represent principal outlets for milk 
produced. 

New Zealand exports around nine-tenths of the milk fat produced, Denmark 
about seven-tenths, the Netherlands nearly one-half and Australia four-tenths 
Dairy Situation, BAKE, April 1953 

The United States exports less than 1 percent of its total milk 
production. In only three countries do dairy products represent an 
important source of foreign exchange. In 1951, dairy products 
represented 25.4 percent of New Zealand’s total exports; 20.4 percent 
for Denmark; and 10.2 percent for the Netherlands. In all other 
countries dairy product exports were valued at less than 2.2 percent 
of the value of all exports. 


Value of dairy product exports as a percentage of the value of all exports of specified 
countries, 1951 


Percent of value of all exports] 


Oo} : Fresh Dried or Dairy otal 

Country | Butter : “yon | milk and |preserved| products, lairy 

ae CU) nea milk n. e@. $ product 

Australia |? 0.6 0.6 40.7 ; 1.9 
Canada | 01 27 (4 23 . 04 54 
Denmark } 14.71 3. 33 .19 2. 21 01 20). 44 
France 06 35 01 19 | 62 
Italy | ‘ 1.01 ‘ ol | ‘ 1.02 
Netherlands 3. 46 2. 55 24 3.91 01 10.17 
New Zealar 16. 8 6.8 21.8 | 25. 4 
Norway .. | 45 14 ‘ 60 
Sweden 1. 54 07 = 13 1.74 
Switzerland 2.1 ‘ 2.1 


1 Dairy situation March-April 1953 

1 Year ending June 30 

3 For 1950, 

4 Less than \% of 1 percent 

§ Individual products as percent of 11-month total. 


Source: Commodity Trade Statistics, series D, No. 10; and Direction of International Trade, series T 
vol. II, No. 12 


The United Kingdom is the principal importer of dairy products, 
importing about 60 percent of all dairy products entering international 
trade. In 1951 it took 72 percent of all butter, 55 percent of all cheese, 
and 17 percent of all canned milk entering world trade. Germany, 
Belgium, France, and Italy also import considerable quantities of 
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dairy products. But the United States has habitually imported less 
than 1 billion pounds whole milk equivalent annually during the 
past 29 vears of record. 

In both the prewar 1934-38 period and 1951, the United Kingdom 
served as the principal market for dairy products exported from New 
Zealand, Australia, and Denmark. In both of the periods cited, 
United Kingdom imports of both butter and cheese were in excess of 
the combined exports of these three countries. United Kingdom con- 
tracts with these countries call for 75 to 90 percent of their total ex- 
portable re of butter and cheese (table 


The Netherlands 
exports its dairy preducts principally to Belgium, the United Kingdom 


and Germany. I think f had better expl: ain at this point, S 
that for some years F ah and has had exclusive contracts with these 
countries that I have just referred to, particularly New Zealand and 
Australia, in which the Government itself buys the butter, buys the 
cheese and so on, and then in turn resells it to the trade in England. 
It may sell it at a profit, but it is much more likely to sell it at a loss. 
In other words, it is another method of subsidizing importation 

The CHarrMan. Does not England contract with New Zealand 
for butter around 26 or 28 cents a pound? 

Mr. Hotman. It is a little higher than that, Senator. I know over 
a period of years it was contracted at around 33 cents a pound. 

The CHarrMAN. As [ understand it one reason why the dairy pro- 
ducing countries would like to have the United States eliminate our 
import restrictions is that they would then use that threat of export 
to the United States as a lever in which to 
United Kingdom. 

Mr. Houtman. That is right, sir. There has been a rise in the con- 
tract price by the United i awdloas to some of these countries. I 
spoke of the 33-cent level which I know prevailed a year or two ago. 
At the present time the contract price for butter from Australia is, 
in terms of our currencies, a little over 39 cents a pound 

The same rate is true of New Zealand, but for Denmark, 
is a little over 42 cents a pound. 

The CHarrMaAn. That represents a difference in shipping costs? 

Mr. Houtman. Yes. 

The Cuarrman. Also it undoubtedly depends on how much in the 
way of industrial products these countries will take in exchange from 
the United Kingdom. 

Mr. Houtman. But even at those high levels, you can see how much 
cheaper these countries can lay down their dairy products in the 
United States without our having some form of control. 

The CuHairnman. Apparently another reason for the strong desire to 
ship some dairy products to the United States is the desire of some 
of these strictly rural countries to obtain iadustrial machinery, which 
is best available from the United States. 

Mr. Houtman. That is right. There is another phase there, too. 
They get American dollars and they can turn around and buy their 
machinery in some other countries where they might be able to get 
it cheaper. 

The CHarrmMan. Apparently they have difficulty in getting the kind 
of industrial machinery they want from the countries to which 
are now forced to sell their dairy products 


enator, 


get better prices from the 


the rate 


they 
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Mr. Houman. That is true. Of course I haven’t been over there 
for several years, but I understand that England has been putting on 
a very vast program of modernization of her tooling equipment. So 
that it may be that she is in a much better position to furnish 
machinery than she was before the last World War. 

The CHarrMANn. In the past I understood England has been reluc- 
tant to furnish industrial machinery to outside countries. I believe 
England is supposed to have the best textile machinery. As I under- 
stand it she has been reluctant to furnish that type of machinery to 
other countries 

Naturally it would interfere with their own ability to produce and 
sell in the world market at competitive prices. 

Mr. Houtman. I can see that possibility there. The finer spindles 
would give her an advantage. 

The CHAIRMAN. Have given her an advantage. 

Mr. Houman. Yes, sir. United Kingdom contracts with these 
countries call for 75 to 90 percent of their total exportable surplus of 
butter and cheese (table A). The Netherlands exports the dairy 
products principally to Belgium, the United Kingdom, and Germany 
Thus we find that the three countries to which dairy exports are an 
important source of foreign exchange all sell most of their products 
to their neighbors or within their blocked currency area. However, 
our import controls are necessary to safeguard against reexportation 

Further evidence that our import policies are not depriving dairy 
exporting countries of an opportunity to sell goods to us is illustrated 
by the following example: 

Since the United States established quotas on various dairy product 
imports, protests have been received by our State Department from 
the Netherlands, Denmark, Italy, New Zealand, Norway, Australia, 
France, Canada, Switzerland, Argentina, and Finland. These protests 
have taken the attitude that we were preventing them from earning 
dollars with which other products could be bought from the United 
States 


Despite numerous barriers raised by the foreign nations, the United 


States has been very liberal in accepting their exports in recent years 
as compared with prewar years. I refer, as evidence to the percentage 
which the United States received of the total exports of all products 
from each of 11 specified countries, comparing 1937 percentages with 


SOF 1 
Yo 
1Y 1 1937 1951 

Netherland F ¢ France f 
D irk 2 d Canada 37 5Y 
Italy s 7 || Switzerland 17 13 
New Zealand 7 12 Argentina 2 2 
Norway) i 7 || Finland 8 
A 7 15 

1 1938, 

3 1950 

Source: Internati | Financial Statistics, International Monetary Fund, February 195 


In only the cases of Italy, Norway, and Finland was the United 
States taking a smaller percentage of their total exports in 1951 than 
we were prewar. 
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A great many varieties of Italian cheese have been freed from quota 
controls, and quotas on other varieties appear to be extremely gener- 
ous. We received one-half the value of their cheese exports in 1951 
(Commodity Trade Statistics. January-December 1951. Statistical 
Papers. Series D, No. 10. United Nations, New York. 

Norway and Finland export practically no dried milk, canned 
milk, or butter. The 2 together exported 20 million pounds of cheese 
in 1951 out of a total of 779 million pounds entering world trade. Of 
Norway’s 1951 cheese exports the United States received one-fourth. 

In 1951, the proportion of Denmark’s and France’s total exports 
that we took were the same as in 1937. However, the volume of 
dollars that they received from tourist trade and other sources was of 
great magnitude. . | 

The other six protesting countries appear to have done quite well 
toward increasing the share of their exports that go to the United 
States. Australia, Canada, New Zealand, Argentina, and Switzer- 
land all have about doubled theic shares. Finally, in 1952, the only 
full year under section 104, our imports of dairy products were at the 
highest peak of any year since 1937. Indeed, the ‘‘Wolf! Wolf!” that 
we have heard appears to have been an apparition. (Chart 1—See 
p. 657 for chart containing same information.) 

New Zealand, Denmark, the Netherlands, and Australia have milk 
production greatly in excess of domestic requirements. Neither before 
the war, nor since, have they imported dairy products, except for in 
significant quantities. With the exception of specialty cheeses, why 
should the United States, which is now a surplus producer of dairy 
products, be expected to import these products? Have not import 
quotas and restrictions on our heavily subsidized cotton and wheat 
crops been established under section 22? Do not import quotas exist 
today on sugar under the Jones-Costigan Sugar Act? What is so 
wrong with quotas on dairy products? 

You recall that we were driven to quotas first by the cutting of the 
tariffs in 1930 by the collective trade agreements; secondly, by the 
inability to get quick action under section 22, when currency devalu- 


ation was instituted by exporting countries. Today the quota is about 
all that is left, the import quota is about all that is left to protect the 
dairy farmers of this country from the importation problem. 

The CuarrMan. Do you think that if the restrictions on importa- 
tion of dairy products were lifted that there would be a tendency on 
the part of United States commercial concerns to import sufficient 
dairv products at a low price to bring down the price of the entire pro- 
duction of the United States to a very low level, so that we would have 
a situation such as prevailed in the case of New Zealand beef when, 
although the amount of the beef imported was only 60 million pounds, 
a small amount, that it was publicized to such an extent—such low 
prices and the heavy loss taken on it—that it must have been instru- 
mental in driving down the price of livestock to its present low level 
in the United States. 

Could the same thing happen in the case of dairy products ever 
though we didn’t import over 15 million, 20 million or possibly 25 
million pounds of butter and perhaps imports of cheese might go up 
to 75 million pounds annually? 

Mr. Hotman. Without import controls and without price supports 
we could have a terrifically chaotic condition in this country as far as 
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dairying is concerned. Just to show how thoroughly we covered this 
thing, it is only about 2 years ago—it may have been 3—when one of 
our greatest dairy capitalistic concerns in the United States—I will 
name it—the National Dairy Products Co.—brought in 2 se eens 
shipments, 5 million oe of cheese from the South Seas, one by 
way of Seattle and another by way of New Orleans. 

They took the cheese that came in through Seattle down to its 
Pocatello plant in Idaho and we have been advised that they sold 
equivalent quantities of domestic cheese to the Commodity Credit 
Corporation under price supports. Therefore they made a profit 
two ways: They made one on the importation and another one on 
the sale to the ( ——— Credit Corporation. 

The CHAIRMA If these companies could import enough cheese 
and butter to hoon down the domestic price, then the incentive for 
further importation would be lost, wouldn’t it? 

Mr. Houtman. Yes, that would be the eventual development. Of 
course if prices went up again, importations would come in again. 

The CHatrMAN. Do you know whether these dairy corporations 
have been doing fairly well financially in recent years or not? 

Mr. Houtman. | think they have. We could very easily establish 
that fact 

The CuatrMan. I think they have been making record profits, 
according to the reports that have been made. 

Mr. Houman. Effect of Imports on Particular Products: That 
the processing of some dairy prod lucts produced in the United States 
would be substantially reduced if dairy imports were not limited, 
substantiated by the experience of blue mold cheese. 

During the period 1945-51, our domestic market absorbed an aver- 
age annual volume of blue cheese of approximately 10.5 million 
pounds. In 1947, the total market ‘supply was 10.6 million pounds. 
United States production supplied it all. In 1950, the total market 
supply was 11.1 million pounds. — ‘raiment supplied 31 percent of it 
In 1951, the total supply was 10.2 million pounds. Imports supplied 
one-half. Domestic production was only one-half that of 1947 
The other half had been displaced by imports. 

Domestic production of blue cheese suffered because of adverse 
price relationships that existed from late 1949 through 1951. In 
August 1949, the price of imported Danish blue cheese was 11 cents 
above that of domestic Tariff hearings in April 1952 on Blue Mold 
Cheese 

Denmark devalued its currency 30.5 percent in September 1949. 
During 1950 and 1951, Danish blue cheese sold to wholesalers in New 
York at 2 to 3.7 cents under the domestic price. This depressed price 
of imported blue cheese tended to hold down the price of domestic 
blue cheese relative to prices paid farmers for milk for all manufac- 
turing purposes 

From June 1950 to December 1951, domestic blue cheese prices, in 
terms of milk equivalent, rose 60 cents per hundredweight. During 
the same period, the price of milk for all manufacturing purposes rose 
$1.38 per hundredweight. ‘This disparity explains the drop in domes- 
tic blue cheese production in 1950 and 1951. It was simply crowded 
out of the competitive market for milk supplies. 

The CuarrmMan. Mr. Holman. Which costs more today: domestic 
blue mold cheese or imported blue mold cheese? 
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Mr. Hotman. The imported blue mold cheese is selling cheaper 
than the domestic, I think. I am not sure. 

The CHarrmMan. Then why on the Senate restaurant menu does a 
cracker with imported blue mold cheese cost 10 cents more than 
crackers with domestic blue mold cheese? 

Mr. Houtman. That I can’t answer, except that is restaurant policy 
| guess 


Senator SCHOEPPEL. When we were discussing the Defense Produc- 


tion Act before a committee of the Senate, it was represented to us 
that the blue mold cheese coming in was in such insignificant amounts 
but even though the price for it was higher the A ican consume! 
wanted to purchase it even at a premium in pr nd that we should 
let it come in. Your testimony shows that that situation certainly 


didn’t exist 

Mr. Houtman. I think my testimony is correct, sir 

Senator ScHorpeL. As a matter of fact, some of us know your 
testimony is correct. But those are the rep , 
made. 

Mr. Houtman. The foreign blue cheese had driven one-half of the 
domestic blue cheese out of production in 1951 

Senator Toye. And the only reason that the domestic blue cheese 
continued in production was that the plant facilities were there, the 
sandstone caves had been developed for the purpose of aging the 
cheese at great expense, and they just couldn’t go out - that business. 
They were hanging on even at a loss, hoping tha gress would in 
some manner be able to block the imports and coe by revitalize or 
reestablish our own domestic market for the domestic blue cheese 

That is true in Minnesota, and the Twin City Milk Production 
Association pioneered the processing of blue cheese in its early stages 
domestically. 

You, Mr. Holman, are so familiar with our domestic situation 
that I need not tell you any part of it. 

Mr. Houtman. I am very familiar with it, Senator. Here is a thing 
that is frequently overlooked by American consumers. The best 
milk in the world is produced in the United States, the cleanest and 
the most sanitary. There are fewer diseased cows in the United 
States than in any other part of the world, so faras | know. Certainly 
as compared with western Europe. Only the other day a very esti- 
mable gentleman who is a member of the English delegation of farmers 
that are visiting the United States told me how proud he was, very 
proud, that England has now gotten to the point where about 52 
percent of the cows are being te sted for tuberculosis 

You, as former dairy commissioner of your city, know that through- 
out this Nation we cannot exterminate tuberculosis but we have gotten 
it down to the minimum of controls and we are moving very rapidly 
in the controlling of Bang’s disease and from there we are going to the 
control of mastitis. 

These countries in western Europe that are shipping us products 
here, many of them have tubercular herds that range from 30 up to 
50 percent of active infection. 

I know if you just go through the Po Valley of Italy ie will see 
the conditions under which cheese is made. Even el it does cost 
a few cents more to get our domestic cheese, I think that the mone 
is very well spent in doing so 


rd 


esentations that were 
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In 1951, 912 million pounds of butter; 779 million pounds of cheese ; 
949 million pounds of canned condensed and evaporated milk; and 
large quantities of nonfat and whole dry milks passed through the 
import-export markets of the world. 

Without import controls and with existing price relationships, 
certainly our markets would be subject to a flood of imports. That 
this would happen may be illustrated by a few recent experiences. 

In September 1949 a number of dairy exporting countries devalued 
their currencies 30.5 percent. Our imports of specified products 
that year as compared with later periods when no controls for those 
particular products were in effect were: 


Imports (po inds) 


After devalusg 








withot 
product i mtrol 
Product 049 
Amount Year 
All cheese 32, 000, 000 56, 000, 000 LO5¢ 
Blue ld cheese 1, 300, 000 5, 000, 000 1951 
Dry w le ilk 4, 000 37. 000. 000 1952 
Malted milk an ilk and cheese substitutes 44 5, 200, 000 L952 
Imy after Jul 1952 


These occurrences led to the enactment of section 104 of the Defense 
Production Act and limitations enforced under its provisions. These 
first actions were taken in August 1951, on very generous bases for 
cheese 

Action on malted milk and similar compounds was delayed until 
July 3, 1952; and no action whatever was taken on dry whole milk 
until December 30, 1952. This last product was finally completely 
embargoed on April 1, 1953 (appendix B). 

Under section 104 dairy imports have reached a 16-year high: The 
Bureau of Agricultural Economics Dairy Situation of April 9, 1953, 


states: 


International movement of dairy products and a number of other major foods 
during World War II were regulated as a result of recommendations by the 
Combined Food Board (representing the United States, United Kingdom, and 
Canada Controls affecting butter have been retained in one form or another 
since the war and prevented imports of butter by the United States. However, 
imports of a number of other dairy products were resumed in volume beginning 
with 1946 and have tended to increase steadily since 

Devaluation of currencies (in terms of United States dollars) in September 
1949 by a number of foreign countries. The prohibition on butter imports 
continued after devaluation, but cheese imports increased sharply and in 1950 
were nearly twice those of 1949. * * * 

With the shift in the American dairy market from one of surplus to one of 
deficit in the winter of 1950-51, the United States became an attractive market 
for dairy products from other ocuntries. In the first quarter of 1951, imports 
were the equivalent of nearly 200 million pounds of milk. There was some decline 
in the spring as United States production increased seasonally. Apparently 
stemming from deliberations leading up to passage of section 104 (of Defense 
Production Act) in August 1951, increased quantities of dairy products, mainly 
cheese and dry whole milk, were started toward the United States, and were 
allowed entry during August under the terms of defense food order 3, issued 
August 9, 1951. 

From September through December 1951, imports were larger than in the 
spring and summer but probably would have been considerably larger, still, if not 
limited DY food order 3 
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In 1952, imports of foreign varieties of cheese increased somewhat Rising 
considerably were imports of dry whole milk,malted milk and dried buttermilk as 
a number of foreign countries shifted use of their milk to thsee product 


5 &aWAaY 
from cheese imports which were limited by the United States 
In every month of 1952 except three, the milk equivalent of imports of all dairy 
products by the United States exceeded that of a year earlier. In the last 4 
months of 1952 the equivalent of 350 million pounds came in, over twice that of a 
year earlier 
With this level of imports and an increasing rate of price-support purchases by 
the United States Government, the Secretary of Agriculture found it necessary 


to regulate also imports of dry whole milk, dry buttermilk and dry cream 


In spite of all the objections to section 104, on a milk equivalent 
basis imports of dairy products in 1952 were the highest since 1937 
In only 3 years since 1929 have dairy imports on a milk equivalent 
basis been higher than in 1952 (BAE, Dairy Statistics, June 1951, 
table 82, and Dairy Situation, April 1953, table 8 

Substitutability of dairy products requires comprehensive controls 
All dairy products flow from a common milk supp ly. Ifa particular 
dairy product, whether it consists of milk fat, solids not fat, or both, 
is displaced by an imported product, domestic use for milk is lost and 
the price support cost may be increased 

Under section 104 imports of butter and nonfat dry milk were banned 
by the first action of the Department of Agriculture on August 9, 
1951 This action did not ban the importation of dry whole milk, 
dried buttermilk, dried cream, and cream mixtures. What was the 
result? 


This is an interesting study, gentlemen You know you can take 
milk apart and put it back together again an ( in shif t if vou 
have the plant equipment, from one product to another without any 


great diffic ulty. 
Exporting countries shifted their efforts t 
products and their exportation to the United Sta 


/ 
f 
t 


1 1 » ~ tr6 ] 

Sweden, from 1950 to 1952, increased its exports to us as follows 
Dried whole milk Nott 00. 000 
Malted milk and compounds 00, 000 
Dried cream 1 11, 000 


Both the Netherlands and New Zealand expanded their exports to 
us of dry whole milk from nothing in 1950 to more than 10 million 
pounds in 1952. During the same period Canada increased its exports 
to us of dried buttermilk by 22 times. 

These large increases in importation of unregulated products point 
up the necessity for a very comprehensive control program 

It is very doubtful if the importation of any dairy product competi- 
tive with those produced in the United States can be justified as long 
as either the United States Government is having to make purchases of 
any dairy product under a price support program, or the prices 
received by farmers for milk used in manufactured dairy products are 
below parity. 

What are the opposing arguments on dairy import controls? The 


question of import controls on dairy products resolves itself into 
| 7, 4 
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conflicting philosophies advanced by separate groups. The views 
of the group opposing such controls was reflected in a report recently 
made by the Public Advisory Board for Mutual Security set up by 
former President Truman. This report was issued on February 24, 
1953, and entitled, “A Trade and Tariff Policy in the National 
Interest.” 

Here are the principal arguments of the report and our answers. 

I. The report states that from 1946 to 1952, in its total international 
trade, the United States was forced to wipe out a $34 billion deficit, 
incurred by the rest of the world, through extending $30 billion in aid 
and receiving $4 billion in gold and dollar reserves from foreign 
countries. World trade should be maintained at a high level, and to 
do this the restoration of balance in dollar payments is necessary by 
action of both the United States and other countries; and such action 
would necessitate reductions in trade barriers. 

The deficit in dollar payments of foreign countries is a matter of 
major concern to the United States. But a removal of all trade bar- 
riers would not necessarily mean that our exports would continue at 
the high levels of recent years with no deficit in dollar payments. In 
fact, the report estimates that the adoption of all methods recom- 
mended would lead to an immediate increase in our imports of only 
about 0.7 of a billion dollars annually, and a longer run increase of 
$1 billion. 

This is hardly enough to wipe out an annual $5 billion deficit. To 
bring about a payments balance a greater adjustment would have to 
be made in our exports. 

United States exports of merchandise since 1946 have averaged 
about twice the annual volume of prewar and about 4 times the prewar 
annual value. Imports of merchandise in the past 5 years have been 
about 3 times the prewar annual value. 

From 1949 through 1951, United States exports were valued at 
$52.2 billion, but $14.7 billion, or almost 30 percent, were paid for 
by United States Government aid. Ms any products, such as food- 
stuffs and particularly dairy products, were exported to countries 
which under norma! circumstances do not import these products from 
us. 

For example, during 1948-51 we uncustomarily exported dairy 
products valued at approximately $635 million on which we took 
losses of from 6 to 91 percent. We have exported to them in recent 
vears only because a considerable part of the exports were gifts. It 
therefore appears that deficits in balance of payments have been 
largely the result of unrealistic exports. 

On the other hand, our ratio of imports to our national production 
has been steadily rising since the first postwar years. Recently, this 
ratio has reached the ratio achieved during the 1929-38 10-year 
period. 

II. The report of the Public Advisory Board for Mutual Security 
advocates that we increase our imports of wool, sugar, butter, cheese, 
and certain fruits and nuts for the benefit of domestic consumers and 
give dollars to foreign countries to buy our agricultural exports. 

The report does not point out the vast difference in the proportion 
of these separate commodities which we consume that historically 
have been represented by imports. 
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Both before and since the war, more than 70 percent of our sugar 
consumption has come from imports. Before the war, we imported 
about 20 percent of our wool consumed. During the past 2 years, 
our wool imports have been almost three-fourths as large as our total 
consumption. 

On the other hand, we have always been about self-sufficient in 
dairy products, with our imports consistently being less than 1 percent 
of our production. Even so, the percentage that our dairy imports 
represents of total United States milk production is higher than the 
percentage that dutiable manufactured imports are of the value of 
American manufactured products (p. 29 of report under discussion) 

Is there any reason why a commodity whose production and con- 
sumption is within 2 or 3 percent of being on balance giving way to 
imports to earn dollars which may or may not be used to facilitate 
exports of other agricultural commodities whose production is now 
being heavily subsidized? 

ILI. The Board’ 8 report states that dairy farmers oppose increased 
importa of butter and cheese because both fluid milk and manufactur- 
ing milk prices would suffer. 

The report is correct in stating that dairy farmers oppose increased 
dairy imports because both fluid milk and manufacturing milk prices 
would suffer. 

Butter can be landed in the United States at 25 percent below 
support prices. If this were done in any quantity, other dairy product 
prices would fall with butter, and the net effect coupled with loss of 
domestic butter production might amount to as much as 1 to 1.5 
billion dollars in income. This would be in comparison with the 
report’s estimated increase of all imports, resulting from all measures 
recommended, of only 0.7 to 1 billion dollars. 

IV. The specific suggestion is made that the present embargo on 
butter imports should be removed, at least to permit entry of the 
60 million pounds subject only to a 7-cent tariff. 

Currently we are producing more than enough dairy products. 
Shall we add to our large support purchased stocks by following the 
Board’s recommendation and import at least 60 million pounds of 
butter? 

Never, in any year of record from 1920 through 1952, under Demo- 
cratic or Republican administrations, have we imported more than 
37.5 million pounds of butter. In only 4 years of that period have our 
imports reached 20 million pounds. (Table 4, see note at end of 
testimony. ) 

Now that our per capita consumption of butter has been reduced to 
one-half by products which sell at only one-half of the cost of imported 
butter, and now that we have a huge stock of Government-owned 
butter, is it the time to import twice as much as we ever imported in 
33 years of record? 

V. The Board argues that cheese import controls are still too 
restrictive and nullify tariff concessions granted in trade agreements; 
that restrictions on cheese imports maialy protect processors of 
specialty cheeses; and that removal of import controls on cheese 
could be expected to stimulate cheese consumption, 

Restrictions on most of the specialty cheeses have been lifted. 
Allowances on others appear to be very liberal in view of historical 
shipments. 
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The report fails to point out that by Executive order of the Presi- 
dent, an escape clause must be incorporated in all new trade agree- 
ments. This provides that under specified conditions a tariff conces- 
sion may be withdrawn or modified if the concession has resulted in 
or threatened serious injury to the domestic industry concerned. 

Remedies: If increased imports are needed to give other countries 
dollars, would it not be better to encourage the importation of many 
manufactured items which we can use, than to add to surpluses for 
which we are hard put to find a means of disposal? 

A large percentage of tariff rates on manufactured articles im- 
ported into the United States are higher than on dairy products 
The ad valorem rate on most dairy products is now only 10 to 20 
percent. Of all the tariff schedules, only on Tariff Schedule 14, deal- 
ing with papers and books, are there no duties of 25 percent or more 

The effective rate on some chemicals is 100 percent or more. Earth- 
enware, china, and glassware have rates up to 45, 50, and 70 percent 
Certain types of cutlery have rates up to 100 percent. Bamboo fur- 
niture, window blinds, and chair seats have rates of 50 percent 

1951 rates on cigarettes equalled 39 percent, and on whisky 26 
percent. Cotton manufactures have rates up to 50 percent. Wool 
fabrics up to 45 and 55 percent and silk fabrics up to 65 percent 
Felt hats and jewelry have rates up to 55 percent. 

Senator THyr. Mr. Holman, you have made no mention of ma- 
chinery or tools that the farmer uses, which would be of benefit to 
him if they came in under a low tariff, inasmuch as the imports of 
fats and oils and dairy products are directly in competition, just the 
same as imports of oats and rye from Canada have been in direct 
competition with him in his every-day production operations 

[ can recall some years back when the ordinary small cream 
separator was common equipment in the farmer’s dairy on the farm. 
The Malotte cream separator was a good separator sold here, but 
it was the same price to the user, or the farmer, that the other Amer- 
ican-made separators were. Yet I know that it would come from 
the foreign maker at a much reduced rate over the American-made 
cream separators, but the duty charged just kept it in line with the 
American-made machinery. So the farmer hasbeen at a disadvantage 
in this: That the import duties have been high on the things which 
he might use in his operation, but when it comes to dairy products, 
of which we have a surplus, we have had a constant fight. We are 
supposed to be the good neighbor, to let them ship in volumes that 
would just destroy our own domestic market. 

The whole philosophy of the Department of Agriculture on this 
fats and oils question was that we should consent and be a good 
neighbor. Last year and the year before they fought us on section 
104 when we enacted it as a safety measure. 

Mr. Houtman. That is very correct, Senator. I recall that in the 
beginning, 1934, of the Trade Agreements Act, starting with our 
agreement, say, with just one nation, like Canada, then applying all 
of those gifts which we give to Canada to all the nations in the world, 
gradually work up into the more complicated phases of collective trade 
agreements, some 19 to 22 nations, would all be bound together. 

Under that program we have come down to where we are almost a 
free-trade country as far as dairy products are concerned. If on top 
of that we should lose our present quota system, such as we have in 
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section 104, then the Commodity Credit Corporation will be in a 
position of having to support quota prices instead of just domestic 
prices. 

Senator THYR. Exactly. Secretary of Agriculture Benson made a 
statement right in the very chair where you a that we could 
not hold an umbrella over the producers of agricultural commodities 


f 


all over the world under our own support-price program here. There 
fore we are making a further study and, of course, an effort to extend 
section 104. 

Mr. Houtman. From 1947 through 1951, our imports of manuf: 
tured products represented only about 18 percent of the value of all of 
our imports, as against about 30 percent for foodstuffs. Surel 
dollers are needed to encourage our exports, there is a wide field of 
nonagricultural products whose import restrictions afford a mor 
fruitful field of studv than dairy produets 

Import Controls on Dairy Products: Import controls on fats and 
oils were applied during World War II under the general ellocation 
power contained in title Ili of the Second Was Powers Act, 1942 
Fats and oils were then in world short s ipply and controls were used 
to channel overseas supplies to friendly countries where they were 
badly needed, Included in the controis were res cliopns on imports 


of butter into the United States 

After the war, controls were continued for the same purpose during 
the recovery period and until world supplies of fats and oils had 
returned to normal. 

As world supplies improved, domestic product on began to exceed 
demand, and in 1949 and 1950 substantial purchases of butter and 
cheese were made by Commodity Credit Corporation under the price- 
support program. Import controls on butter were applied during this 
period to assist in the orderly liquidation of the surplus stocks owned 
by the Government. 

When war broke out in Korea the surplus butter was disposed of by 
Commodity Credit Corporation 

In 1951 it became apparent that the Department of Agriculture 
would not ask for a further continuation of title II] of the Seeond 
War Powers Act, and that it intended to abandon all import controls 
on butter 

Controls on other products such as rice and linseed oil were shifted 
to section 101 of the Defense Production Act but no effort was made 
to control butter imports under that section. Neither was any action 
taken to provide controls under section 22 of the Agricultural Adjust- 
ment Act. 

In spite of its maladministration section 104, and only section 104, 
has averted a major disaster under the price-support program for 
dairy products. 

It is both the privilege and the responsibility of Congress to regulate 
international trade. ‘This responsibility was placed on the shoulders 
of Congress many years ago by the Constitution, because Congress is 
responsive to the people and less likely to be led afield by the glitter 
of foreign policies. The framers of our Constitution would not entrust 
this power to the executive branch of the Government. That provision 
of the Constitution has never been changed by the people of this 
country. 
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Dairy farmers do not ask for high prices. They ask only that the 
prices they receive be fair in relation to the prices they pay. 

We have learned through sad experience that when the farmer’s 
purchasing power is destroyed other segments of the economy will 
suffer also. Yet there seems to be an increasing number who would 
have us go back over the same road we traveled in 1929 to learn again 
the bitter lessons of the depression years. 

When the prices farmers receive are no longer maintained at a fair 
parity with the prices farmers pay, the first step downward into the 
next depression will have been taken 

Section 22 has been tried and has been found wanting in many 
cases. The present condition is much too serious to rely entirely on 
section 22 controls. Extensive amendments of section 22 are needed 
to make it as effective as section 104 has been. 

The controls applied under section 104, on the other hand, have 
given material protection, although all the evidence points to the 
fact that imports permitted have been much too generous in view 
of our domestic situation. 

sy 1949, most foreign countries that are important exporters of 
dairy products had restored their milk production to prewar levels 
In 1949 our imports of dairy products were 311 million pounds milk 
equivalent. 

In late September 1949 most of these foreign dairy exporting 
countries devalued their currencies 30.5 percent. 

As a result, in terms of milk equivalent, our imports went to 548 
million pounds in 1950, and to 559 million pounds in 1951. In 
August 1951 section 104 was invoked on a partial basis. And in 
1952 with section 104 still in effect for only a partial list of dairy 
products, and on a very generous basis for others, our dairy imports 
rose to 780 million pounds. This was the highest level of imports 
in 16 years. 

Despite that fact, Mr. Chairman, I still say that section 104 has 
been most helpful to the dairy farmers of this country, even though 
it was badly administered. 

When dairy products in the United States are in surplus to the 
point of requiring support purchases, could anyone justify a request 
that imports exceed the quantities which were imported just prior 
to foreign currency devaluation? Certainly under price-support pur- 
chase conditions some countervailing action is needed. 

Section 104 is primarily an emergency measure designed among 
other things to prevent excessive imports from impairing our domestic 
source of supply of milk and dairy products during the present un- 
settled conditions in world affairs. It should be continued as long 
as the threat of war requires the building up of armaments and the 
maintenance of armed forces above peacetime levels. 

In the meantime section 22 and other measures to control imports 
at safe levels should be revised and strengthened to provide permanent 
authority for controls. 

It has been argued at great length that section 22 is equally as 
effective as section 104 to control imports of dairy products. That 
has not been true in the past and it remains to be seen whether it 
will be true in the future. A safe way to test this without risking 
disaster would be to continue section 104 in effect as a safety measure 
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that we could fall back on and then shift the actual controls to sec- 
tion 22 

In any event, if Congress should decide to hold foreign trade legis- 
lation in status quo for another year pending a thorough study of the 
whole problem, then section 104 should also be continued in its present 
form because it is an integral and vital part of the solution to the over 
all problem. 

The CHarrRMan. Thank you, Mr. Holman {re there any further 
questions? 

(No response 

The CHAIRMAN. If you will go over with the staff, Mr. Holman, 
the tables and other material which you have submitted with your 
testimony, and can condense it to what is directly informative and 
pertinent to your testimony we will put that n the record, also 

Mr. Houtman. I will be very glad to do that, Mr. Chairman 

The following data submitted by Mr. Holman are on file with the 
committee: 
Appendix A, import restrictions of specified dairy porting and importing 

countries 
Appendix B, actions taken by the United States Department of Agriculture under 

section 104 of the Defense Production Act 





Table A, section 2, wholesale butter prices at specified markets 

Table B, dairy products, production in principal producing and exporting coun- 
tries, 1934-38 average, 1947 to 1952 

Table C, comparison of United States and specified foreign countries import 


duties on dairy products, April 1953 
Table 1, United States tariff rates on dair 
Table 4, exports and imports of specified dairy product d 
Table 5, butter, exports and imports of specified tries, aver: 

annual 1949, 1950, and 1951 
Table 6, cheese, exports and imports of specified countries, average 1934-38, 

annual 1949, 1950, and 1951 
Table 7, canned milk (condensed and evaporated), exports and imports of specified 

countries, 1934-38 average, annual 1949, 1950, and 195] 

Table 8, dried milk, exports and imports of specified countries, average 1934-38 





’ 
annual 1949, 1950, and 1951 
mm ‘ » 
(Tables 2 and 3 are as follows: 
TABLE 2 Dair y prod icts United Siates exports pre I werage 1YLS to date 
In 18 7 » i 
Aver : 
Iten 1084-48 { ) 52 
Butter 1. 152 "AR ‘ 4 . > 197 14 
Processed American Ched- 
dar 42 2¢ 8 1 26, 739 1, 363 
Nonprocessed Ameri 
Cheddar 19 5.11 : 49, 515 29 
Other processed cheese fi, lt S870 8 2.2 4 
Other Nonprocessed cheese } 2 ; 8 y® 
Canned milk—total 33, 83 42¢ s 27, 859 8, 044 2, 222 2 $ 
Evaporated 28, 065 8 { 48 ) 2 7 
Condensed 72 RO 28. 87 ) 553 
Dried milk—total 804 2 ; ’ s 264 
W hole 2. 202 10 4 81, 399 2, 551 69, 133 42, 537 
Nonfat d ilk s i 2, 602 2 229 2 8, 728 
Source: ‘Foreign ( nmerce & N 5 ’ 
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TABLI 4 Dai { p roducts l nited States imports, prewar average, 19 15 lo date 
{In thou yf pounds] 
Ite Average 1948 1949 1950 1951 1952 6 
1934-38 i : 
I 8 1 0 458 
( 4 279 2 6, 13% ? hia 
4, 209 l 13, 29 
1 514 ® ] x 4 4 10 12? 
I ~ &. 404 1s 5 369 2 $01 
1,4 l is 9, D2 2 
I l / l 1, 482 SO4 
| 1 79 - 
I R2 6 93¢ 1, 2 ( 4, O2¢ 
f 38 r > 
I 2, 304 852 l 4 4 688 7 
3. 434 977 1, 30 } { 
} G 495 Rt xX) 7 4 Q 
9 1 s 
s (4 a] 
1.1 93 8 1, 208 
( 15 ( j 
} i 38 { 69 2 
414 24 (4 ‘ 
Dried 6, 101 9 254 2, 52¢ 0, 028 
W 11 { 24 8, 997 
f ORR 250 2, 502 031 
i ) : 
ith ¢ formation and G r I hes¢ 
tt 
4] 4 
I y of unclas i condensed and evaporated milk 
| 
in Re j 
1 } 
I 2,00 1. 
lr 1 mw Tt 
5 : I i tion of the United States”; United States Imports (f 
Depa f nsus 





The CHarrmMan. Tomorrow we have a long list of witnesses who 
want to be heard. We have seven witnesses for tomorrow. 

In order to make sure that we hear them all, the Chair thinks we 
had better get under way at 9:30 in the morning. 

We will recess until 9:30 tomorrow morning. 

(Whereupon, at 11:18 a. m., the committee adjourned, to reconvene 
at 9:30 a. m., Tuesday, May 5, 1953.) 
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TUESDAY, MAY 5, 1953 


UNITED Srates SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C 

The committee met, pursuant to adjournment, at 9:45 a. m., in 
room 324, Senate Office Building, Washington, D. C., Senator George 
D. Aiken (chairman) presiding 

Present: Senators Aiken, Hickenlooper, sx hoeppel, and Johnston 

The CHarrMAN. The committee will come to order. We _ will 
resume the hearings on exports and imports of dairy products and go 
as fast as we can. We cannot have any hearing this afternoon be- 
cause we are voting on amendments to the tidelands bill all of the 
afternoon. 

Senator ScHOEPPEL. Mr. Chairman, if I leave it is because we have 
that toublesome railroad-rate situation on S. 1461 before the Inter- 
state and Foreign Commerce Committee. I have been requested to 
do certain things by my State and I have to be there. I had the 
good fortune of having had three of these statements last night and 
I read them. So if I leave, you will understand why 

The CuarrMan. We will understand. 

Senator ScHOEPPEL. I have that conflict and I regret it very much 

The CHAIRMAN. Several members of the committee have indicated 
their intentions of being here a little later. 

The first witness this morning is Mr. Otie M. Reed, Washington 
representative of the National Creameries Association 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION 


Mr. Reep. Mr. Chairman, I was busy yesterday at the Tariff 
Commission and didn’t get a chance to follow the hearing so I do 
not have much of an opinion as to how detailed the preceding state- 
ments have been. 

The CHarrMAN. We had just Mr. Holman yesterday. He had a 
statement about the same length as yours and condensed it as he 
went along. 

Mr. Reep. If I may, Mr. Chairman, I would like to file this state- 
ment for the record and then I will just skim through it in making 
my statement to the committee. 

The CuHatrMAN. We would appreciate that, Mr. Reed. 
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STATEMENT FILED BY OrrE M. Reep, WASHINGTON REPRESENTATIVE, NATIONAL 
CREAMERIES ASSOCIATION 


Chairman Aiken, and gentlemen of the committee: I appreciate your courtesy 
in inviting me to appear before you at this hearing, and the opportunity to give 
you our views regarding the need for controlling imports of dairy products into 
this country. A searching inquiry into the position of the dairy farmer, the 
legislation affecting him in all segments of the industry, and other matters of 
interest in developing a strong dairy farming enterprise in this country has been 
needed for some time. More particularly, the most pressing problem we are 
facing at present pertains to the problem of controlling imports of dairy products, 
and I wish to compliment the committee for making this matter the first order 
of business 

My name is Otie M. Reed. I am Washington representative for the National 
Creameries Association, with headquarters at St. Paul, Minn The National 
Creameries Association represents and is supported by about 300,000 dairy farmers, 
located in the States of Wisconsin, Minnesota, Iowa, Michigan, Kansas, 
Nebraska, North and South Dakota, and Wyoming. We have some 950 dairy 
manufacturing plants, both cooperative and private, associated with our organi- 
zation. Such plants are interested primarily in the production and marketing 
of butter and dry milk solids 

I understand that the major interest of this Committee at this time is to develop 
the facts regarding the effect on the dairy farmer of imports of dairy products 
into this country, the laws and regulations pertaining to such imports, and 
whether import controls of a positive nature are needed. I propose to place 
in the record of this hearing the facts which I hope will give this committee ample 
data and information regarding this matter, together with recommendations 
regarding legislation that this committee might consider appropriate to the solution 
of the problems involved. 


l rHE SUPPLY AND DEMAND POSITION FOR MILK AND DAIRY PRODUCTS 


Analysis of the problems of imports of dairy products into this country will be 
markedly aided by consideration of the current and prospective position of our 
domestic dairy industry with regard to production and consumption trends. 

1 Vill production on farms in the United States. Milk production on farms 
in this country, given normal growing conditions, is expected to remain about the 
same as last year with a strong probability of some increase. The year 1952 
witnessed some upturn in milk production from 1951—production being 115.1 
billion pounds as compared to 114.8 billion pounds the previous year, although 
still below the peak production of 119.8 billion pounds reached in 1945. (See 
table 1, appendix A. 

2. Size of the milking herd.—The number of milk cows and heifers 2 years old 
and over kept for milk on farms as of January 1, which had declined from a peak 
of 27,770,000 head in 1945 to 23,369,000 head on January 1, 1952, has now started 
on an upward trend. Numbers’ the first of this year were 23,996,000 head, up 
627,000 head from the previous vear. (See table 1, appendix A.) 

We expect this trend in milk cow numbers to continue. For some years, the 
ratio of cows and heifers slaughtered per year to numbers retained on farms for 
milking purposes has been very high, no doubt due largely to the fact that beef 
and veal prices have been very high relative to milk and butterfat prices. How- 
ever, beef and veal prices have now declined to the point where the disparity is 
not so great, and we may confidently expect that, as long as this situation continues 
to exist, dairy farmers will cull their heads less severely and veal fewer of their 
calves 

3. Consumption trends.—Table 2 in appendix A shows the per capita civilian 
consumption of the major dairy products since 1935. Butter production has 
shown a very marked decrease—from an average of 16.7 pounds per capita on the 
average during the period 1935 through 1939 to an estimated 8.7 pounds per 
capita in 1952 All other dairy commodities in the table show increases. Cheese, 
with average per capita consumption of 5.5 pounds during the 5-year period 
1935-39, was above 7 pounds per capita in 1952. Evaporated and condensed 
milk per capita consumption shows a slight increase. Per capita consumption 
of dry whole milk is about double the 1935-39 average at .27 pound per capita in 
1952. Nonfat dry milk solids consumption almost doubled during the period, 
and was about 4.2 pounds per capita in 1952. Per capita consumption of fluid 
milk and cream, which averaged 340 pounds during the 1935—39 period, was about 
400 pounds in 1952 
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I will not attempt to forecast the future course of per capita consumption of 
the several dairy products, since such consumption is governed to a large part by 
economic conditions of consumers, increases in population growth, and the like 
As far as population is concerned, the opinion seems to be that it will continue to 
increase at a rate of about 2 percent per year. Normally, this could be expected 
to cause an increase in fluid milk and cream consumption, and perhaps some of 
the other dairy products, but worsened economic con \ditions of consumers could 
offset this factor. As far as butter is concerned, it is impossible to determine 
whether there will be reversal in the downward trend in per capita consumption, 
inasmuch as we do not know whether the full effect of the competition from vellow 
oleo has been fully reflected as yet in butter consumption 


1! 

Two of the most important factors pointing up the case for controls on imports 
of dairy products into this country are foreign production in the major exporting 
countries, and the actual international movement of dair products These 


factors have a very important bearing in determining the scope of the problem 

1. Production of major dairy products in principal producing countries.—The 
large volume of dairy products produced in major producing countries in the world 
is shown in table 3, appendix A In 1951, butter production in the major producing 
countries outside the Iron Curtain was 4.6 billion pounds, cheese production was 
3.8 billion pounds, canned milk production was 5 billion pounds, and dry milk 
production was 1.1 billion apna 

We are not aware of the existence of any factor which would cause a reductio 





in world production of the principal dairy commodities, although, of course, bad 
weather conditions might cause some reductions fron time to time. On the 


whole, it is probable that we should expect a continued upward trend in world 
production. 

2. Exporis and imports of major dairy commodities Major butter exporting 
countries and the volume exported in 1951 were as follows 


Million Ms 

pounds ids 
Denmark 303 | Australia 76 
Netherlands - - _ - 119| New Zealand 301 
Sweden J 58 


Major cheese exporting countries in 1951 were as follows 


Million Million 

pounds pounds 

Denmark 101 | Netherlands 160 
Finland - - 18 | Switzerland 3} 
WON aso ese 39| Australia 43 
See a ae 33| New Zealand 212 
It is to be noted that the United States is not normally a large exporter of 
cheese. Although large volumes were exported during and for several years 


following the war, these large exports were either a part of the war program to 
furnish needed foods to our allies, or a part of the postwar program of aid to our 


allies conducted by this Government. In 1952, exports were quite small—only 
around 3.5 million pounds. (For details as to the exports of other dairy commodities 
from the major producing countries, see table 4, appendix A. 

Major importing countries for butter are the United Kingdom, which imports 


by far the greater portion of the butter moving in int rnatior al trade, France, 
Western Germany, and Italy. With regards to cheese, the United Kingdom 
imports most of the cheese moving in international commerce See table 
appendix A, for details. 


III. THE NECESSITY FOR CONTROLLING IMPORTS OF DAIRY PRODUCTS INTO THE 
UNITED STATES 


There appears to be rather uniform concurrence throughout the dairy industry 
in the need for import controls. Recently, the Secretary of Agriculture and the 
Assistant Secretary of State for Economic Affairs also have indicated their belief 
that, with United States price levels for dairy products above world levels by a 
significant amount, due to the effect of the price-support program for dairy 
products, it is necessary for imports to be controlled if such price-support levels are 
to be maintained. There appear to be wide differences, however, between the 
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dairy industry viewpoint and that of the expressed views of high Government 
officials as to methods to be used. There are set forth below the major reasons 
for the control of imports of dairy products into this country 

1. United States domestic farm programs designed to maintain income of dairy 
farmers would be in periled by unlimited mports For many years, this coantry 
has had a farm policy designed to maintain the income of farmers, including 
lairy farmers At present, the major legislation under which such action is 
undertaken is the Agricultural Act of 1949. This act, among other things, directs 
the Secretary of Agriculture to support the price of designated nonbasic commod- 
ties, among which milk and butterfat are numbered, at prices from 75 percent to 
90 percent of the parity price. With regard to basic commodities (cotton, corn, 
wheat, tobacco, rice, and peanuts) the Secretary is authorized to support the 
price of such commodities by loans and purchases at from 75 to 90 percent of 
parity, depending upon supply and demand conditions. Under legislation enacted 
during the last session of the Congress, the Secretary is required to support the 
prices of the basic commodities at not less than 90 percent of parity through the 
1954 growing season 

Programs designed to improve the economic position of farmers have existed 
for many years. During the war, the Government pledged itself to support the 
prices of commodities which were needed in the war effort, and which the Govern 
ment wished produced in much larger than normal volumes, for some years after 
the end of the war. This was deemed advisable so as to avoid the situation that 
obtained following World War | During that conflict, American agriculture 
expanded production to a marked degree, and at the close of the war was so over- 
expanded relative to peacetime needs that a very serious farm depression ensued, and 
lasted for many years. As a matter of fact, during the twenties, when the other seg- 
ments of the American economy were enjoying prosperity, the American farmer 
was in a very depressed condition indeed. His prices were low, and the price he 
had to pay for the commodities he used in farm production and farm family liv- 
ing remained at high levels, putting him in a disastrous economic squeeze, & 
squeeze which many economists and observers believe was one of the fundamental 
causes of the depression of the 1930’s 

Since the close of World War II, price-support legislation has been continued, 
and has become an integral part of the farm policy of this country. 

2. Conflict in domestic farm policy goals and foreign trade policy goals of the 
Government of the United States—During the last two decades, while the farm 
policy described very briefly in the preceding paragraph (1) was being developed 
and applied, the Government was endeavoring to expand the foreign trade of this 
country through the development of reciprocal trade agreements designed to 
lower tariffs and remove other barriers to international commerce. During all 
this period, there has been a hiatus between the foreign trade policy goals and the 
domestic farm policy goals. On the one hand, efforts were being made to ex- 
pand imports of commodities from other lands, and on the other hand, efforts on 
the domestie front designed to increase agricultural prices were pushed with 
some vigor. This led to conflict between the two programs, and this conflict 
continues to this day. 

This conflict was exemplified recently in the divergent views expresed by the 
Secretary of Agriculture and the Assistant Secretary of State for Economie Affairs 
in testimony given by these gentlemen before the subcommittee of the House 
Committee on Agriculture which is investigating a number of problems in the dairy 
industry. Secretary Benson stated that he thought that, if it were properly 
strengthened, section 22 of the Agricultural Adjustment Act, as amended, would be 
satisfactory for the purpose of controlling imports of dairy products. Assistant 
Secretary of State Linder took the position that section 22 as it now stands on the 
statute books would be sufficient. 

As far as the dairy farmer is concerned, perhaps the most pressing problem inso- 
far as Government activity in his behalf is involved is that of finally coming to 
grips with this conflict of foreign trade goals and domestic farm policy goals, and 
resolving it 

3. Unlimited imports of dairy commedities would wreck the dairy price-support 
program.—There can be no question that unlimited imports of dairy products 
would wreck the farm price-support program for American dairy farmers. It 
appears to us that the Congress and the Administration has no other recourse than 
to limit imports of farm commodities that are being supported in price as a part of 
the domestic farm program. To permit unlimited imports under such circum- 
stances would result in the farm price-support program designed for the benefit of 
the American dairy farmer being converted to a program for the support of prices 
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to farmers throughout the world. We are very firm in our belief that such a pro- 
gram could not long endure. In the following paragraphs, we will set forth the 
facts and considerations on which we base this judgment. 

(a) World dairy prices are low relative to prices in the United States. At the 
present time, and for the foreseeable future, dairy product prices in the principa 
exporting countries outside the Iron Curtain are, and probably will remain, materi- 
ally below the prices prevailing for such commodities in the United States 
Prewar, the tariff structure of this country was sufficient to preclude the entry 
of large volumes of imported dairy products. It is to be remembered, however, 
that during that period currencies were rather stable, rather freely convertible. 
Since the war, this situation has changed to a very marked degree. At present, 
we find the following: 

(1) Currencies of many countries have been drastically devalued. This means 
in terms of United States money, that prices were markedly reduced. For ex- 
ample, in September 1949 currencies were devaiued around 30 percent by such 
major exporting countries as Australia, New Zealand, Netherlands, Denmark 
and Norway. Prices, in terms of United States, dropped immediately and 
severely. - 

(2) Currency devaluation has made our tariffs largely ineffective 

(3) Many foreign countries are anxious to secure dollars, and therefore they 
will extend themselves to export commodities to this country, irrespective of 
whether such commodities normally constitute an export item to the United 
States. ; 

(6) Support prices in the United States are high relative to foreign dairy product 
prices. The previous paragraph pointed out that foreign dairy prices 
relative to domestic prices At present, prices of milk and butterfs 
manufactured dairy products are supported at levels design 
American dairy farmer 90 percent of the parity pric¢ 
aiding American farmers t» secure parity prices has 
farm policy for Many years. 

Before the war, efforts were made to improve returns to producers of milk and 
butterfat by purchases of dairy commodities, and the distribution of such com- 
modities to persons on relief. Since the war, starting in 1949, prices have been 
supported by the purchase of such dairy commodities as butter, cheese, and nonfat 
dry milk solids. For the marketing year ending March 31, 1954, Secretary of 
Agriculture Benson has announced that the Department of Agriculture will 
support the price of milk and butterfat at 90 percent of parity. To achieve this 
result, the Department will purchase butter at 65.75 cents per pound basis Chicago, 
cheese at 37 cents per pound, and nonfat dry milk solids at 16 cents per pound. 
(For details, see table 5, appendix A.) 

At the present time, the Department of Agriculture is purchasing butter at a 
rate of some 1 million pounds per day and has over 132 million pounds on hand 
The question is, What would the purchase situation be if unlimited imports were 
to be permitted? 

The answer is quite obvious. Most of the butter moving in international com- 
merce, aS was pointed out heretofore, goes to the United Kingdom. The United 
Kingdom has entered contracts with the Governments of Australia, New Zealand, 
and Denmark, to purchase most of the exportable surplus of these countries at 
fixed contract prices. The prices payable under these contracts are set forth in 
table 6, appendix A. For the current contract year, prices of the best grades of 
Australia and New Zealand butter are set at 39.2 cents per pound, and Danish 
butter prices are set at 42.2 cents per pound. 

The tariff on butter imported into the United States is 7 cents per pound on the 
first 60 million pounds, and for additional quantities is 14 cents per pound. 
Taking the tariff and adding thereto about 4 cents per pound for costs of shipping 
the butter to this country, it is seen that butter could be laid down at United 
States ports for around 50.5 to 53.2 cents per pound. This would be about 16 
cents per pound below the support price prevailing at major United States ports 
Under such circumstances, it is quite obvious that, unless imports were controlled 
on a quantitative basis, huge imports would be made. This would wreck our 
price-support program. 

4, The disposal problem.— Unlimited imports of dairy products would contribute 
very greatly to the already quite difficult problem of disposal of dairy products 
purchased under the price-support program. The question is, bluntly, this: 
How do we dispose of the commodities purchased under the price-support 
program? 
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Heretofore, it has been possible to dispose of these commodities through the 
school-lunch program, through resale back to the regular butter trade, to foreign 
governments under reduced prices, and to programs for giving aid to people outside 
this country. (For details regarding disposition of dairy products purchased 
under this program since the war, see table 7, appendix A.) However, if this 
Congress decides to permit import controls to lapse, so that, under the price- 
support program, this country would buy up the world exportable surplus of butter, 
what do we do with the butter? If the volume of butter that we must dispose 
of under the price-support program is greatly increased by unlimited importation, 
with resultant purchases far greater than they would have been under a program 
calling for the proper control of imports, then we no doubt would add very materi- 
ally to the disposal problem. It would appear that, under the circumstances 
outlined, we would be purchasing the world surplus of butter, and then we would 
turn around and dispose of a great portion of it at low prices to countries that 
would have purchased it if we had not permitted it to be imported in this country 
at high prices, compared to the price prevailing for the major volume of butter 
entering international trade 

There have been many adverse comments in the public press as to the dairy 
product price-support program. I would like to point out that, since the war, the 
Commodity Credit Corporation has sustained losses of $132 million, in a purchase 
program costing about $300 million. Losses on butter during the period were 
only $48 million as compared to cost of about $150 million. Inasmuch as the 
total value of dairy products sold from farms was about $4.3 billion in 1951, it 
will be seen that the costs are very small relative to the total farm income from 
dairying. (See table 7, appendix A I will venture to say that, dollar for dollar, 
the dairy price-support program has cost very much less, relative to the size of 
the industry, than the program for any other major commodity. 


IV. CURRENT IMPORT-CONTROL LEGISLATION 


Section 104 of the Defense Production Act, as amended, section 22 of the Agri- 
cultural Adjustment Act, as amended, and other legislation having a bearing on 
import control, are described briefly below. 

Section 104 of the Defense Production Act, as amended, was first enacted in 
1951 and unless reenacted, expires June 30, 1953. It directs the Secretary of 
Agriculture to place quantitative limitations on imports under certain enumerated 
conditions. These conditions are if imports would (1) impair or reduce domestic 
production, or (2) interfere with orderly storing and marketing, or (3) result in 
any unnecessary burden or expenditure under the price-support program, 

Under section 104, imports of butter and nonfat dry milk solids have been 
forbidden, and quota limitations have been placed upon the imports of certain 
types of cheese, and just recently upon imports of dry whole milk and dry 
buttermilk 

Section 22 of the Agricultural Adjustment Act, as amended, provides a mech- 
anism whereby import control may be applied if imports threaten a price support 
or related domestic agricultural program. 

Section 7 of the Trade Agreements Act authorizes import controls when serious 
injury is threatened by increased imports resulting from concessions granted in a 
trade agreement. However, the Tariff Commission under the procedure is allowed 
a year to make an investigation of the matter. Even though it may then make a 
finding of positive injury, the President has the right to decide not to control 
imports, but is required to report his reasons for his failure to act to the Congress. 

Under section 101 of the Defense Production Act, as amended, authority is 
granted to the President to restrict imports to the extent necessary to promote 
the national defense of this country in regard to the allocation of material. 

We do not believe that current legislation, other than section 104, is sufficient 
to grant the proper protection to the American dairy farmer. 

Under section 7 of the Trade Agreements Act, the procedure is so long and 
involved that the harm would be done before any action would be taken. Even 
if it were found that damage was done, the President does not have to act. He 
may refuse, and that ends the matter. 

Section 101 of the Defense Production Act is entirely insufficient. Similar 
powers were granted under a provision of the Second War Powers Act, under 
which imports of butter were prohibited until the act expired July 1, 1951. How- 
ever, even if that act had been extended, it would not have sufficed. Prior to the 
expiration of the act, the Department of Agriculture had decided that it could 
no longer control butter imports under the standards set forth in the act. Further, 
the act did not authorize control of imports of cheese and dry milk solids. 
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Under trade agreements, it is provided that, when imports are controlled, 
domestic production must be controlled in the same ratio as the control imposed 
onimports. In the dairy field, this is entirely unworkable 


V. ARGUMENTS AGAINST QUANTITATIVE CONTROL OF IMPORTS AS EXEMPLIFIED 
BY SECTION 104 ARE FALLACIOUS 


Since the passage of section 104, it has been the subject of continuous attack 
by importers, foreign governments, our own Department « State, and those 
sections of the public press that desire a closer approach to a free foreign-trade 
policy. 

In this section of this statement, I wish to summarize these attacks, and t 
show that they are unfounded and unwarranted 














1. The free-trade argument against import cont Opponents of quantitative 
import controls, such as are exemplified in section 104, argue we should have 
free trade as a means of reducing friction between the nations and a higher 
standard of living for all he free-trade argument has beer iva i for many 
years However, while it might be conceded that, under certain conditions 
free trade would be the proper thing, nevertheless, an examination of the pre- 
conceptions on which the free-trade theories are founded indicates in the 
current state of world affairs, such a goal is difficult if not impossible to achieve 
Free trade is possible only where (1) currencies are t artificially rigged and 
manipulated, 2) international cartelization of bu ess does not exist, (3 ver! 
ment interference and manipulation of trade throus ( hange reguiations 
government-to-government agreements, and the like, are no stent, and, in the 
final analysis (4) a free movement of capital and labor between count | 
mitted Che free-trade argument, while sounding fine, is therefore seen u 
examination to be impossible unless drastic measur ire taken to bring about 
the conditions under which free trade is possi ic 4 Situation not to be expected 
in the foreseeable future. 

2. The fa acious argument that d {ing is an expo Upponents of @ 
System OF positive import controls argue that he export market for oul dairy 
product is large, and that therefore we s ld permit unl! ed imports so that 
other countries will have the dollars to buy our dairy produ Chis is an odd 
argument when competitive dairy products are considered, and all imports are 
competitive to @ greater or lesser degree most of the ur and pos ively 
with the same commodity produced in this country. 

The only times that the United States has been a large exporter of dairy prod- 
ucts has been during periods of war, or periods of reconstruction following a major 
war. Table 8, appendix A, shows exports and imports of dairy commodities for 
the United States during the period 1939 through 1952. Table 9, appendix A, 





shows imports of dairy products, by ind, 1947—52 

The figures given in table 8, while showing very heavy ex} 
of World War II and for several vears thereafter, must b 
war economy and trade movements under such economy, rather than by interpre 


ing them as being accomplished in the course of normal trade. Our opponen 





1ese figures; 


verv markedl 
> 


very frequently forget this most important qualification regs 
During the last war, this country had to expand its dairy i 
in order to (1) feed our own Armed Force ia mands, and (2) fu 

nish our allies with dairy commodities which they heretofore secured froii 
European countries which fell under the Nazi assault Following the war, our 
exports were heavy due to the fact that we had to export large ql antities of food 





to feed the liberated countries until the damage inflicted upon their dairy industry 
and other agricultural industries bv the war could be repaired. By far the er 

il by Marshall 
plan aid and other grants following the war. These huge volumes of exports are 
not to be considered as normal exports by any stretch of the imagination. Ws 
paid for them ourselves. 

3. The argument that we should permit large dairy imports in o der for other 
countries to be able to purchase our export commodities.—It is argued that we should 
permit large imports of dairy products in order that other countries should have 
the dollars available to buy the commodities which we normally export, such as 
cotton, wheat, tobacco, and some others. This is sort of like robbing Peter to pay 
Paul. This Nation would gain nothing by ruining the dairy industrv in order to 
have a prosperous market for cotton, wheat, and tobacco, some of the most soil- 
depleting crops we grow. 


portion of this business was financed by lend-lease during the war, an 
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Our major agricultural exports are wheat, cotton, tobacco, and fats and oils— 
mainly lard. ‘These commodities on the average, account for about 75 percent 
of all agricultural exports. We submit, however, that to ruin the dairy industry 
to enhance exports of these commodities would be very poor judgment, indeed. 
They probably will be exported in any event—at least, they have been for many 

years without it being necessary to wreck the dairy industry in order to provide 
them an export market. 

4. The argument that other laws are sufficient to protect the dairy farmer.— Many 
opponents of quantitative import controls such as section 104 authorizes have 
argued that section 104 should be discontinued because other laws, such as section 
22 of the Agricultural Adjustment Act, as amended, are sufficient. The position 
of the National Creameries Association with regard to this matter has been stated 
in a previous section of this statement. It suffices here merely to pose the ques- 
tion: While the opponents of section 104 are no doubt sincere in their view that 
other laws are sufficient, we think it is correct to assume that they would admit 
that other laws, must, to be effective, permit at least as stringent control as 
section 104. If this is a proper assumption, then why do the opponents care how 
the restriction is accomplished? In our view, this argument in opposition to 
section 104 has a very hollow ring. 

5. The argument that our entire foreign trade in agricultural products would be 
markedly improved by permitting unlimited imports of dairy commodities.—It seems 
appropriate at this time to take a quick look at our foreign trade in agricultural 
products, particularly in view of the fact that so many people argue that we 
should extend foreign trade in such commodities by all methods available, includ- 
ing permitting large scale dairy product imports. 

Now, it is to be noted that there are two general categories of commodities 
which are imported. The Office of Foreign Agricultural Relations designates 
certain commodities as falling in a class called complementary imports. The 
other class of imported commodities are designated supplementary imports. 
Complementary imports include commodities which are not competitive with 
domestic agricultural commodities, while supplementary imports compete di- 
rectly with domestic products. Complementary commodities include coffee, 
cocoa or cacao beans, sisal, henequen abaca, crude rubber, bananas, tea, pepper, 
carpet wool, and the like. Supplementary imports include such commodities as 
cattle, canned beef, dairy products, hides, cotton, grains, sugar, molasses, oilseeds, 
vegetable oils and fats, and tobacco. 

Table 10, appendix A shows the course of United States foreign trade, average 
1935-39, and by fiscal years, 1947-48 through 1951-52. During the prewar 
period, supplementary imports were larger than complementary imports. Since 
the war, they have been about the same, except that there has been a tendency for 
complementary imports to exceed supplementary imports, and they were much 
larger in fiscal 1951-52. Unfortunately, we have no information as to how much 
of our exports, both agricultural and nonagricultural, were financed in one way or 
another by this Government. The point is, however, that the value of imp orta- 
tions of commodities which compete directly with domestically produced com- 
modities is about the same as those which do not compete with our own production. 
Viewed in this light, it may be said that our net gains from any imports of agricul- 
tural commodities are negligible. Those that are competitive, and which there- 
fore to a considerable degree act as replacements for American products, just 
about balance our imports of commodities which cannot be produced in this 
country. This is not to argue that we should not nave these complementary 
imports. We most assuredly should have them, since they contribute in no small 
fashion to the well-being of our people. However, in consonance with the teach- 
ings of free trade theory, we should export that which we produce most effectively, 
and import that which we cannot produce efficiently or at all. We must rely for 
our net gains as a Nation, with regard to our foreign trade, on the principle that 
we will ae those commodities which we can produce effectively in competition 
with other nations, and import those commodities in which they have a sound 
competitive advantage—not an advantage due to artificial manipulation of their 
currency or from labor earning bare subsistence wages. 

To state the matter differently the ‘‘dollar gap”’ of total United States exports 
over total United States imports of all commodities is due to the paucity of indus- 
trial, not agricultural, imports. 
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VI. SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT, AS AMENDED—ITS 
WEAKNESSES 


In this section of this statement, I find it necessary to take issue with the position 
of the current administration, insofar as such position is exemplified by the 
testimony of Assistant Secretary of State for Economic Affairs, Harola Linder, 
before the House subcommittee on the dairy industry His position, which he in 
indicated had the approval of Secretary Dulles and the White House, was that 


section 22, as it now stands, is sufficient protection for the American dairy farmer. 
At the same time, Secretary of Agriculture Benson indicated agreement with 


this position, provided section 22 were strengthened, We are not in a position to 


state at this time, unless and until the Secretary of Agriculture makes a definite 
legislative recommendation to the Congress, just what the Secretary means by 
strengthening section 22. Therefore, we may or may not find ourselves in dis- 
agreement, depending upon the specific proposals for strengthening section 22 
that may be made by the Secretary with respect to the degree and the manner in 
which he decides section 22 needs improving. 

Let me be quite specific in this matter. Our organization is pleased that there 
is legislation, such as section 22, on the statute books Our comments here, 
and those made in the past before this and other committees of the Congress 


regarding section 22, are concerned wholly with pointing out where we think 
section 22 can be improved. Also, as we have stated many times, we have for 
many years been quite dissatisfied with the administration of section 22. Laws 
mean nothing unless they are administered and enforced, and we think we speak 
not only for ourselves, but nae other segments of agriculture when we state 


that section 22 has not heretofore been admin istered in a proper fashion. 

There can be little doubt that if section 22 had been adequately and vigorously 
applied in the interests of the American dairy farmer and the programs author- 
ized for him by the Congress, such legislation as section 104 of the Defense 
Production Act would not have been proposed and enacted. Nevertheless, with 
this long experience of inadequacy of application and administration of section 
22, we do not believe that we are subject to criticism tor being skeptical, at this 
late date, of the efficacy of section 22 in protecting dairy farmers’ interests. 

We do not wish to infer that we do not think the present administration is 
sincere in its attitude. On the contrary, we think Secretary Penson and his 
colleagues in the Administration, and the President, are utterly sincere in their 
desires to have a proper administration and application of section 22 to the 
problems of the dairy farmer. Our feeling of skepticism as to the adequacy of 
section 22 as it now stands has to do largely with the fact that the application of 
the section is entirely discretionary upon the administration. Also, application 
of the section involves several departments of the Government and the Tariff 
Commission. Even with the best of intentions, administ f section 22 as 
it now stands will be an onerous chore 

The mere fact that in administering section 22 of the Secretary of Agriculture 
and the President have to go through numerous procedural operations, and the 
large number of interagency contacts and operations that have to be consum- 
mated, make the section bunglesome in application, and one fraught with con- 
troversy between Government Departments. It is submitted that, under such 
circumstances, even the best efforts to administer section 22 will leave much to 
be desired. 

We think the Congress should establish the limits of import control within 
which the executive branch would operate. Accordingly, the Congress should 
establish the upper limits of imports that will be permitted whenever there is in 
operation for any agricultural commodity a program authorized by any one of the 
several laws designed to aid and stabilize agriculture in this country. The goal of 
most farm programs under current agricultural laws is to secure parity prices for 
farmers. ‘The Congress should establish a rule as to the maximum level of im- 
ports of competitive commodities which will be permitted whenever programs for 
agriculture are in effect. The degree to which imports of competitive commodities 
will be permitted to interfere with domestic agricultural programs, and to increase 
the costs of price support and other operations under our agricultural laws, is a 
matter of policy that should be determined by the Congress, not the executive 
branch. Reduction of import volumes below maximum levels determined by 
congressional policy could be left to determination of the executive branch under 
the procedure now provided in section 22, 

Section 8 of the Trade Agreements Extension Act provides a procedure for 
establishment of import controls on an emergency basis for perishable com- 
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modities. This is good as far as it goes, but it also has the fatal flaw, from our 
viewpoint, of vesting too much discretionary power in the administration. 

It may be that this administration will find it possible to eliminate the time 
consuming and nebulous features of import control legislation such as section 22. 
Nevertheless, another administration, or a different group of officials in this 
administration, might operate so as to neutralize the effectiveness of the section 
that may be demonstrated. We think it is time to resolve this matter once and 
for all Accordingly, I wish to pass along to this committee certain recommenda- 
tions which will be set forth below. 


VII. RECOMMENDATIONS 


in conformity with the facts and considerations set forth in the preceding 
sections of this statement, we have the following recommendations to make to 
this committee: 

1. The administration has requested that the Reciprocal Trade Agreements 
Act to be extended for another year without change. During the year’s extension, 
a study group would be appointed to analyze our foreign trade position and recom- 
mend the policy to be adopted. At the same time, the administration has recom- 
mended that section 104 of the Defense Production Act be allowed to expire as of 
June 30, 1953. 

We have had several years of experience with import controls under section 104, 
and the section has proved to be quite effective. We have had many years ex- 
perience with section 22, upon which the administration desires that we rely, and 
the net of our experience is that heretofore, the section has not been administered 
so as to achieve the results we desire. While we think the current administration 
is very sincere in its desire for an effective application of section 22, we are loath 
to accept the proposition that we give up a law which has been satisfactory, in 
favor of one with respect to which we have considerable misgiving. 

It seems to us that it is just as logical to continue section 104 for another year, 
pending completion of the study of the group that we understand the President 
is going to appoint, as it is to extend the Trade Agreements Act for another year 
without change. Accordingly, we recommend that the Committee lend its sup- 
port to continuing section 104 for another year, pending the results of the survey 
referred to above, and the development of policy therefrom. 

In addition, the Secretary of Agriculture has extended the price support pro- 
gram for milk and butterfat for the marketing year ending March 31, 1953, at 
prices designed to return to dairymen 90 percent of parity prices. 

In extending the price support program for dairy products for another year, 
Secretary Benson stated he did so in order to give the dairy industry a chance to 
develop a better program. In furtherance of this position, the Secretary ap- 
pointed an industry group composed of some 90 persons from all segments of the 
dairy industry to work with the Department in developing a program. This 
committee has met with the Secretary and his colleagues, and made numerous 
recommendations, which now are in the process of being reviewed and developed 
further by a smaller industry committee. 

We think that, in view of the efforts of the dairy industry to develop a program 
for next year, it is logical to extend section 104 pending the development of such 
program, 

Any legislation designed to control imports should state the principle of control 
as firmly as possible, leaving little to the imagination or discretion of the officers 
administering it. We are fully cognizant of the difficulty of writing a law which 
will cover all angles of the problem that it seeks to correct. However, we are 
against the grant of broad discretionary powers in this matter. Our experience 
is that we never get a break when the discretion authorized is exercised. 

2. Over the long run, we feel that legislation must be enacted that will repre- 
sent a reasonable correlation of our farm policy goal—which as we understand it 
is to secure parity prices for the American farmer, and our foreign policy goal 
pointed toward expanding our foreign trade. We believe that the time has come 
when the present conflict in these goals can and must be resolved. If the current 
conflicting policies should continue, in time one of them will have to fall. We 
think that the result can and should be avoided. 

For the last 6 months, a groups of us in the manufactured dairy products field 
have been working together in order to develop a program for control of imports 
of agricultural commodities which will serve as a vehicle for the reasonable pro- 
tection of the American farmer insofar as such protection is needed to attain the 
goal of domestic legislation designed to secure parity prices for farmers, and at the 
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same time, to correlate our domestic farm policy goal and foreign policy goal. 
This group is composed of representatives of the American Dry Milk Institute, 
the American Butter Institute, the National Cheese Institute, the Evaporated 
Milk Association, and the National Creameries Association. It therefore repre- 
sents practically all of the major manufactured dairy products and most of the 
producers of milk and butterfat whose output is used in manufactured dairy 
products. 

After a great deal of work, and discussion of the problem with other organiza- 
tions, Government officials, and Members of the Congress, we have developed 
a proposal that we think will (1) offer adequate protection of the American farmer 
with regard to the programs set up for his benefit under legislation designed to 
secure parity prices for agricultural commodities, (2) represent at least a step 
along the road to bringing about correlation between our domestic farm policy 
goal and our foreign trade policy goal, and (3) thereby bring an end to the conflict 
between our domestic farm policy and our foreign trade policy. 

Our proposal, which we wish to offer to this committee for its consideration, 
provides for amending section 22 of the Agricultural Adjustment Act, as amended. 
We propose that a new paragraph be added to section 22, which would provide that 
imports of any agricultural commodity or product thereof be limited to a normal 
level during any period for which a program was in effect under any domestic 
farm law designed to support, directly or indirectly, the price of such product. 
We suggest that normal imports be defined as the preceding 5-year average of 
such imports, and that imports be limited to this level until prices of the supported 
commodity reach parity and remain there for three consecutive calendar months. 
After prices had remained at such level for such period, imports could come in 
without being subject to quantitative limitation, although, of course, the tariff 
laws would still apply. If prices sank below parity, then import controls would 
again beapplied. If it were desired to limit imports more than that provided by 
the normal average or base, then the authority of section 22 as it is now could be 
invoked. 

Our proposal makes it mandatory for the Secretary of Agriculture to limit 
imports to the 5-year period preceding the marketing year for which a program 
for any commodity is in effect. Application of more rigid controls would be at 
the wish of the Secretary and the President, pursuant to current provisions of 
section 22. 

We believe that our proposal has a great deal of merit. We think it is nonsense 
to develop farm price support programs, and then to permit uncontrolled imports 
to pour into the country, thereby contributing vastly to the cost of the program, 
resulting in our dgmestic farm programs becoming worldwide in scope, increasing 
costs to an astronomical degree, and in the end causing such a revulsion of publie 
opinion that the farm program would be discontinued. 

The proposal we have made is set forth in detail in appendix B. While we 
suggest the 5-year average as the norm of permissible imports, I might state 
that it is the principle involved of relating controls on imports to the achievement 
of parity prices which interests us most. If some better base period can be 
developed under this principle, we would most assuredly accept it 

I pass this recommendation to the committee, with the request that you study 
it and if possible, develop a bill along the line suggested and try to have it enacte d 
by the Congress. 

Mr. Chairman, it is always a pleasure to appear before your committee. I 
appreciate your courtesy, and if my organization can be of assistance to your 
committee in the development of its inquiry, please call upon us, 


(Appendix A, consisting of the following tables, is on file with the 
committee: ) 


Table 1. Milk cows and milk production on farms, United States, 1940-53 
Table 2. Per capita civilian consumption of specified dairy commodities, 1935-52 


~ 


“~. ) he 
Table 3. Production of dairy products in principal producing and exporting 
I 
countries, 1951 
Table 4. International trade in dairy products in specified countries, 1951 


Table 5. Prices paid by the Commodity Credit Corporation under price-support 
program, March 1, 1949 to date 

Table 6. Butter—Contract prices for butter per pound under United Kingdom 
purchase contracts with Australia, New Zealand, and Denmark, 
1948-49 to date 
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Table 7. Estimated CCC loss on sales and other dispositions of dairy products 
acquired under price-support programs, January 1, 1949-December 
31, 1952 

Table 8. Exports and imports of specified dairy products, United States, 1939-52 

Table 9. Milk and dairy products: Imports for consumption into the United 
States—Calendar years 

Table 10. United States foreign trade, average, 1935-39, and fiscal years, 1947-48 
through 1951-52 
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APPENDIX B 


PROPOSED AMENDMENT OF SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ia. 
AS DEVELOPED BY THE DIC SUBCOMMITTEE ON IMPORT CONTROL, NOVEMBER 25 


1952 


“Section 22. (a) It is the policy and the intent of the Congress that, notwith- 
standing the provisions of any other law and operations ‘the ‘reunder, imports of 
agricultural commodities or products thereof shall be controlled through import 
fees or quantitative limitations, to the extent necessary (i) to achieve the purposes 
of titles I, II, and III of the Agricultural Act of 1949, or the Soil Conservation 
and Domestic Allotment Act, as amended, or section 32, Public Law 320—74th 
Congress, approved August 24, 1935, as amended, or the Agricultural Marketing 
Agreement Act of 1937, as amended, or any loan, purchase, or other program or 
operation undertaken by the Department of Agriculture or any agency operating 
under its direction, and authorized by the laws enumerated in this paragraph (a), 
or (ii) prevent any substantial reduction in the amount of any product processed 
in the United States from any agricultural commodity or product thereof with 
respect to which any such program or operation is being undertaken. In no 
event shall imports of any agricultural commodity or product thereof be per- 
mitted to exceed, during the marketing year for which a program to support 
prices to producers directly or inairectly is in effect under any of the laws enum- 
erated herein, average annual imports of such commodity or product thereof 
during the five-year period immediately preceding the current program year, 
unless and until the United States farm prices of such commodity or product, 
except for milk and butterfat and the products thereof, in which case the United 
States farm price of butterfat shall govern, reaches (a) parity prices as seasonally 
adjusted for such commodity or product and remains at such level for three con- 
secutive calendar months, or (b) such higher levels as the Secretary may determine 
pursuant to section 402 of the Agricultural Act of 1949: Provided, however, That 
the — restriction set forth herein shall apply during any period when farm 
prices are below parity: Provided, further, That the Secretary of Agriculture is 
authorized to impose such additional quantitative limitations of imports as the 
Secretary may find necessary, during the operation of any price support program 
for any agricultural commodity, to minimize the cost of such purchases, or losses 
that would be incurred in the disposition of any commodity in Government 
inventory: And provided further, That the procedure set forth in paragraphs (b), 
ec) and (d) hereof shall be applicable to the establishment of import fees, but 
shall not be applicable to quantitative limitations except in case the Secretary 
deems it necessary to limit imports to levels below the level established pursuant 
to this paragrap yh (a 

‘“‘(b) Whenever the Secretary of Agriculture deems it necessary to apply import 
fees, or quantitative limitations designed to limit imports to lower levels than 
those authorized in paragraph (a) of this se stion, he shall so advise the President, 
and, if the President agrees that there is reason for such belief, the President shall 
cause an immediate investigation to be made by the United States Tariff Com- 
mission, which shall give precedence to investigations under this section to 
determine such facts. Such investigation shall be made after due notice and 
opportunity for hearing to interested parties, and shall be conducted subject to 
such regulations as the President shall specify. 

c) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the President finds the existence 
of such facts, he shall by proclamation impose such fees not in excess of 50 percent 
ad valorem or such quantitative limitations on any article or articles which may 
be entered, or withdrawn from warehouse, for consumption as he finds and declares 
shown by such investigation to be necessary in order that the entry of such article 
or articles will not render or tend to render ineffective, or materially interfere 
with, any program or operation referred to in subsection (a) of this section, or 
reduce substantially the amount of any product processed in the United States 
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from any such agricultural commodity or product thereof with respect to which 
any such program or operation is being undertaken: Provided, That no proclama- 
tion under this section shall impose any limitation on the total quantity of any 
article or articles which may be entered, or withdrawn from warehouse, for con- 
sumption which reduces such permissible total quantity to proportionately less 


than 50 percent of the total quantity of such article or articles which was entered, 
or withdrawn from warehouse, for consumption duvine a representative period as 
determined by the President: And provided further, That in designating any 


article or articles, the President may describe them by physical qualities, value, 
use, or upon such other bases as he shall determine 

‘(d) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fe es shall be treated 


for administrative purposes and for the purposes of section 32 of Public Law No. 
320, 74th Congress, approved August 24, 1935, as amended, as a ities imposed by 
the Tariff Act of 1930, but such fees shall not be considered as duties for the 
purpose of granting any preferential concession under any international obligation 


of the United States. 

‘(e) After investigation, report, finding, and declaration in the manner pro- 
vided in the case of a proclamation issued pursuant to subsection (b) of this 
section, any proclamation or provision of such proclamation may be suspended 
or terminated by the President whenever he finds and proclaims that the cir- 
cumstances requiring the proclamation or provision thereof no longer exist or 
may be modified by the President whenever he finds and proclaims that changed 
circumstances require such modification to carry out the purposes of this sections 

‘“(f) Any decision of the President as to facts under this section shall be final. 

“‘(g) No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shall be applied in a manner inconsistent 
with the requirements of this section.’’ 

Mr. Reep. My name is Otie M. Reed, I am the Washington 
representative of the National Creameries Association, which has its 
headquarters at St. Paul, Minn. Some 300,000 dairy farmers are 
affiliated with our organization and are located in the States of Wis- 
consin, Minnesota, lowa, Michigan, Kansas, Nebraska, North and 
South Dakota, and Wyoming. We are interested primarily in the 
production and marketing of butter and dry milk solids. 

I understand, Mr. Chairman, that the committee at this time is 
trying to develop the facts regarding the effect of imports on dairy 
produc ts. 1 would like to give you some facts conce rning what we 
think needs to be done in that particular field, and some recommend- 
ations to the committee. 

For this coming year we expect milk production to increase over 
last year. If production conditions are normal, we should expect it 
to a he above the level of 115.1 billion pounds, which was produced 
in 1952, which in itself anid an increase from 114.8 billion 
pounds in 1951. We are still below the peak production reached in 
1945 of 119.8 billion pounds. 

We base our opinions as to the increase in milk production this 
year on the fact that the number of cows and heifers kept for milk 
on farms has now begun to increase. As you perhaps recall, Mr. 
Chairman, in 1945 we reached a peak in numbers of 27.8 million head. 
This declined to 23.4 million head—in round figures—as of January 1, 
1952, but on January 1, 1953, our herds were up 627,000 head to 
almost 24 million animals. 

We expect this trend in cow numbers to continue, very largely be- 
cause there has been a significant readjustment in the relative prices 
of beef and veal. These prices have been reduced materially in the 
last year or so, and we think as a result of that our farmers will not 
cull their herds as heavily and will veal fewer of their calves. 
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I have some detailed tables attached to this statement, Mr. Chair- 
man, and I will mention just a few statistics as we go along. 

The CuarrMaAN, The staff will go over these tables with you Mr. 
Reed and then we will include in the record such tables or parts of 
tables as appear to be pertinent to the testimony that you have 
given. 

Mr. Reep. As far as our consumption of dairy products is con- 
concerned, the major factor of significance is that butter consumption 
continues its decline. Prewar, on the average, through 1935-39, we 
consumed about 16.7 pounds per person. Last year we were down 
to 8.7 pounds per person. Cheese has shown an increase from about 
544 pounds per capita on the average, prewar, to above 7 pounds last 
year. Evaporated and condensed milk per capita consumption show 
a slight increase over prewar. Per capita consumption of dry whole 
milk is significantly greater, just about double the prewar rate. 

Nonfat dry milk solids are also about double the prewar rate. Per 
capita consumption of fluid milk and cream, which reached its peak 
in 1945, is now 400 pounds per capita as compared with a prewar 
average of 340 pounds. In considering the problem of import controls 
perhaps these data will be relevant. 

There is a very large volume of production of butter in the major 
butter-producing countries of the world. In 1951, the latest final 
figures which I have, total produciion outside the Iron Curtain coun- 
tries was 4.6 billion pounds, cheese production 3.8 billion pounds, 
canned milk production 5 billion pounds, and dry milk production 
was 1.1 billion pounds. 

We are not aware of any factors in the situation which would indicate 
any decline in world production of dairy products. Preliminary in- 
formation on 1953 production indicates that production throughout 
the world is on the increase. The large export couutries, as far as 
butter is concerned, are Denmark with 303 million pounds in 1951; 
Netherlands, with 119 million; Sweden with 58 million; Australia, 76 
million; New Zealand, 301 million. Major cheese exporting countries 
in 1951 were: Denmark, 101 million; Finland, 18 million; France, 39 
million; Italy 33 million; Netherlands, 160 million; Switzerland, 41 
million; Australia 43 million; and New Zealand, 212 million pounds. 

The CxHarrman. Those figures indicate the amount produced or 
exported? 

Mr. Reep. That is the amount exported, the amount of butter and 
cheese moving in international trade. There are also significant 
movements of the dried milks. As far as the United States is con- 
cerned, we are not normally a large importer or exporter of dairy prod- 
ucts. If you will refer to table 8, appendix A, you will note that while 
our exports have been huge during certain periods of our history, 
those were periods when we were at war, or following war, and during 
which the United States was furnishing large volumes of commodities 
either to our allies during the war or in rehabilitation programs follow- 
ing the war. 

Our major export markets in any normal period are largely evapo- 
rated milk and dry milk products shipped to Central and South 
American countries and to the countries of the Pacific Basin. 

Senator ScHornpreLt. Mr. Chairman, since I may have to leave, 
might I ask Mr. Reed 2 or 3 things? 
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The CHarrMAN. Yes. 

Senator ScHorpPEL. I read your statement, which I received 
yesterday. I gather that it concurs generally with the statement 
made by Mr. Holman yesterday. 

Mr. Reep. That is true. 

Senator ScHonpPgE.. I notice on pages 7 and 8 of your statement, 
if my memory serves me correctly, you go into the proposition of the 
conflicts. See if I am correct in this, and I do like your analysis, 
which is informative to me. Then you made some recommendations 
in which you point out that you are reluctant to advise against dis- 
carding section 104. 

Mr. Reep. Very definitely, sir. 

Senator ScHooppe.. Then you have the feeling, as I read your 
statement further, that section 22, standing as it is, is simply inopera- 
tive the way it has been administered, and you are fearful for your 
organization if section 22 is substituted for section 104. 

Mr. Reep. That is correct, sir. 

Senator ScHorpPeL. Then, as I gather from your overall analysis, 
if we get section 22 you are making suggestions that imports be limited 
over a 5-year period. 

Mr. Reep. Yes, sir. 

Senator ScHorppet. To that extent [ think you vary somewhat 
from Mr. Holman’s position, listening to him yesterday, and I want 
to reanalyze it. Summing it up, section 104 should be retained, and 
section 22 should be strengthened and modified to make a better and 
more flexible, or a quicker enforcement, which we haven’t heretofore 
experienced. 

Mr. Reep. That is correct, sit 

Senator ScHorppeL. Then you show, of course, the effect of this 
whole picture on people that you represent in connection with imports, 
which you think are excessive. 

Mr. Reep. Yes, sir. 

Senator ScHornPPE.. I happen to be one who believes we ought to 
retain section 104. Until I am shown otherwise, that is my present 
position. To what extent can section 22 be strengthened to eliminate 
some of the weaknesses that are inherent in the present act, and 
substitute positive, definite statements and positive, definite legisla- 
tive guideposts or yardsticks? 

I am a little reluctant to discard section 104 and take section 22 
unless it is definitely strengthened to incorporate some of the things 
that section 104 still guards. I regret that I have to go, Mr. Reed. 

The CHAIRMAN. Senator Schoeppel, I would like to ask Mr. Reed: 
Suppose President Eisenhower in the next 3 weeks, acting under sec- 
tion 22, announces continuation of the regulation of imports as is now 
being done under section 104, what would your position be then? 

Mr. Reep. [ think our position would remain that with regard to 
section 22 it should be strengthened, and we should try to eliminate 
this area of conflict that does exist between the farm policy goal and 
the foreign trade goal. That thing has stuck out like a sore thumb, 
so to speak, for many years, and we feel, sir, that even with the best 
of intentions in administering section 22, until the Congress states 
what the relationship between. achieving our farm policy goals and our 
foreign trade goals will be, that there will be conflict that will make 
the operation and administration of section 22 extraordinarily difficult 
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and uncertain. I think we would still argue, sir, for strengthening 
section 22 because of those factors. 

The Cuarrman. However, you concede the position of Members of 
Congress? 

Mr. Reep. Very definitely. 

The Cuatrrman. If the President announces that he is continuing 
the regulation of imports under section 22, which is provided in 
section 104, if he indicates his intention to use section 22 as Congress 
originally intended it should be used, you will concede then that push- 
ing the adoption of 104 would promptly be construed around the 
country as questioning the good faith of the President, and it would 
be very, very doubtful if a majority of the Members of Congress 
would support such a move under such conditions. 

You just can’t come out and say that the President is doing this 
temporarily and intends to remove the embargo as quickly as Con- 
gress goes home. I am pointing that out so that if it should happen 
you will see the position the Members of Congress would be in. 

Mr. Resp. Yes, sir, I am fully cognizant of that. 

Senator ScHorppnL. In other words, Mr. Reed, you feel that if 
section 22 had been administered, as the chairman said, as the intent 
of Congress was 

The CHarrRMAN. Section 104 would never have been in existence. 

Senator ScHorpre.. That is true. 

Mr. Resp. I believe I say that somewhere in my statement. 

Senator ScHonPPEL. Yes, you do. 

Mr. Resp. If section 22 had been administered as we felt all the 
time that Congress intended, then I am as reasonably certain as one 
can be that there would have been no request for the enactment of 
section 104. 

However, we have had this experience over a period of some 16 
years now when section 22 had not been invoked, and also we have 
had the situation where the opinions of different departments of the 
Government markedly influenced its administration. We feel that if 
Congress makes a positive stitement in due course, whether this year 
or next year, that would take out the conflict in our farm policy goals 
and the foreign trade goals, we don’t believe there would be so much 
interdepartmental conflict as to what should be done and so much 
conflict going to the President, or whatever body might in the future 
be set up to handle the situation. 

Senator ScHoorpre.. [ must leave, Mr. Chairman. I will say that 
I read Mr. Remaley’s statement. I may, Mr. Chairman, shortly 
after 11 o’clock, be down for the remaining part of this session. 

The Cuarrman. We will undoubtedly be here after 11 o’clock. 

Mr. Reep. In connection with the question of the recommendations 
of Mr. Holman and myself regarding section 22, I would like the rceord 
to show that there is absolutely no conflict whatsoever, no difference of 
opinion, as to the principles involved. 

Of course when one makes suggestions as to specific wording, there 
may be some different opinions as to detail, but as to principles of 
import regulation I do not believe that there is any difference whatso- 
ever in Mr. Holman’s position and in mine. 

For this coming year dairy products are being supported at 90 
percent of the parity price through the purchase of butter and nonfat 
dry milk solids and cheese. The prices under which that program 
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is now being conducted are about 65%; cents, basis Chicago, for butter. 
I believe it is 16 cents per pound for spray process dry milk solids, 
14 cents for roller process, and 37 cents per pound for grade A cheese. 

These programs have been in effect for a number of years and they 
are designed, as we understand it, to cushion any shocks of serious 
readjustment and to maintain a reasonable income to the dairyfarmer 
and to the rest of agriculture, and to maintain production 

As I indicated in the conversation with Senator Schoeppel, there 
has been this conflict in domestic farm policy goals and foreign trade 
goals over the years, and we hoy ve that the Senate and the House will 


find it possible to resolve those aeiiaia Until the t is done, we think 
that it is an extraordinarily d liffic ult, task to administer section 22 
properly, or even to administer section 104 properly, because of the 
very great range in opinions as to w ha at should be done 

Senator Jonnsron. To be a little more definite and certain, can 


you point out just wherein those conflicts are so that we can know 
the way to travel? 

Mr. Reep. Sir, the conflict I think can be stated generally in this 
way: To my knowledge all of the agricultural laws that have been 
enacted for vears, that is, a ghouls. of them, have been designed 
through different techniques to secure parity prices for farmers. That 
is the goal. 

Our foreign trade policy, on the other hand, has been designed to 
expand trade. On the one hand we are trying to push up our prices 
and on the other hand we + trying, through the foreign trade policy 
and through the Reciprocal Trade Agreements Act, to get more and 
more products in. 

Somewhere in expanding foreign trade and in securing parity prices 
for farmers, we believe that there is an area wherein those goals can 
be reconciled. 

Senator Jonnston. Sometimes the world price is higher in some 
commodities than the American price. Sometimes the American 
price is higher than the world price. How are you going to bring 
about that adjustment? 

Mr. Reep. | think in connection with higher world prices, as far 
as the dairy industry is concerned here, the prob lem of imports would 
not arise, imports depressing our market. The situation we are in 
today, however, and which we probably will be in for some time, is 
this, Senator: Several years ago, I believe it was in the fall of 1949, 
a number of the major dairy-producing foreign nations revalued their 
currencies, 

They cut their currencies about 30 percent in terms of United States 
dollars. That caused an immediate and sharp reduction in their prices 
in terms of United States money. So that at the present time our 
prices are very mate rially above world prices. 

The best information I can give you on that is to this effect: The 
United Kingdom is by far the greatest user of dairy products that 
move in international commerce. I believe approximately two- 
thirds of the butter that is exported from all the major producing 
countries goes to the United Kingdom. That is the total. 

The United Kingdom operates its butter import program on @ 
government-to-government contractual basis. They have entered 
into contracts with Australia, New Zealand, Denmark, and I think 
the Netherlands, under which the United Kingdom contracts to buy 
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certain proportions of their butter at certain fixed prices. It is a 
gove rmment-to-government trade. 

The prices for Danish butter are 42.2 cents per pound under that 
contract (table 6 of the appendix) and New Zealand and Australian 
prices 39.2. If you take our tariff of 7 cents on the first 60 million 
pounds of butter and add your transportation and handling costs of 
about 4 cents, you can bring butter, under these contract prices, to 
the United States for somewhere between 50 and 55 cents per pound. 

Our price support program calls for 65% cents per pound, the 
price at which the Government is purchasing today. So you have 
between 10 and 16 cents there in margin. If import controls are 
removed, and if section 104 is allowed to lapse and adequate controls 
are not placed on the importation of butter, for example, that butter 
will flood right into the United States and our Government will have 
to buy that butter or equivalent volumes to maintain the prices to 
our producers. 

Currently, and as far as we can see, world prices will be materially 
below o1 Irs for some time. 

The CHarrMan. Do you think that the raising of restrictions on 
imports of butter and cheese into the United States would result in 
raising the world prices? 

Mr. Resp. Did you say lifting the imports? 

The CHarrMan. Lifting the restrictions. For instance, a com- 
plaint that I have had from some of the producing countries is that 
when we embargo their products their principal markets then insist 
on lowering the price to them and put the squeeze on. It is not 
so much the amount that they ship into the United States that 
counts, but the fact that they can ship in that gives them a better 
price from the countries that are their natural customers. 

Mr. Reep. In that connection, with regard to butter I would state 
that there has been no formal import market for butter in the United 
States for many, many years. 

The CuartrRMAN. That is true. 

Mr. Rerep. While in the negotiation of these intergovernmental 
contracts that may be used as a bargaining point, I suspect it isn’t 
too good. If these restrictions were lifted there would be a balancing 
out somewhere. The United States’ price, if it were permitted to do 
so under the price support program, would fall. The world price 
probably would come up to some extent. 

The CuHarrMAN. Apparently there is a fear among the butter pro- 
ducing nations of the world now, particularly those in Europe, that 
the United States might decide to unload Commodity Credit butter 
on the world market, reversing the situation. 

Mr. Reep. I do not know wherher Commodity Credit has any 
such plans. 

The CHarrMan. I do not think so. I would not expect that they 
would try to reduce the world market for butter still further. 

Mr. Reep. If these currencies had not been devalued, world price 
levels would be approximately equal to ours, and I believe butter 
probably would not be imported under the tariff. 

But the fact is that you do have controls, and then you have a 
rigid economy control in Great Britain which is the major purchaser 
of the butter. So until you have freer markets throughout the world, 
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I cannot see any real adjustment in world prices. You don’t know 
what these governments will do in their bargaining with each other 

The CHarrMAN. These other importing countries have not ac- 
cepted oleomargarine as a substitute to the extent that the United 
States has, have they? 

Mr. Reep. I haven’t seen any figures on that lately, Senator Aiken, 
but practically all the European countries are heavy users of oleo. 

The CuHarrMan. They are using oleomargarine? 

Mr. Reep. Yes, sir, they are heavy users of oleomargarine. What 
the per capita rates are, I do not know. Prewar, the per capita con- 
sumption of oleo in Great Britain, if I recall, was just about even 
with butter, perhaps a little less. I don’t remember those figures 
precisely and I haven’t seen any lately. 

You touched in your question, Senator Aiken, on one of the major 
reasons why we think import controls must be maintained if we are 
going to maintain our price-support program. At the present time 
the Department of Agriculture is purchasing butter at the rate of 
about a million pounds a day. 

They have on hand some 132 million pounds. The inventory 
figures on cheese, it seems to me, were quoted yesterday around 78 
million pounds and I believe well over a hundred million pounds of 
nonfat dry milk solids. 

Senator JoHNsTON. What are they paying for cheese now? 

Mr. Reep. Thirty-seven cents per pound for Grade A cheese 
cheddar cheese. That is the only type of cheese they are buying. 
With our Government having to purchase volumes to the extent 
indicated, we feel that if imports are permitted in unlimited volume, 
we will have to purchase that much more, and we run into a terrible 
situation in disposing of the butter 

Just what are we going to do with it? So far you have one major 
outlet, and that is under the school lunch program. Iam not aware 
of just how much butter the school lunch program can take, but 
undoubtedly not the volumes that we have on hand already 

Certainly not the volumes that would come upon us if we pur- 
chased the world exportable surplus of butter. The fears of the 
foreign importers might be well taken in that respect. If we bought 
all of the butter, then we would have to turn around and sell it some- 
where or let it spoil. 

The CxHarrMan. In your statement you say that “without the 
restrictions we would be purchasing the world’s surplus of butter.’ 

We would be purchasing a lot of butter that would not be surplus. 

Mr. Reep. I think that is correct. That statement is not well 
done there. 

The CuHarrMan. Surplus is not exactly the word there. We 
would be purchasing butter from the countries that not only want 
the higher price, but also want dollars. 

Mr. Reep. That is right. We certainly would. There would be 
nothing to keep us from practically purchasing all of the butter that is 
exported in the world and we would have to turn around and sell it at 
reduced prices wherever we could, presumably to countries to which 
it would have been exported under other circumstances 

We do not believe that the public will stand for converting our dairy 
price-support program into a worldwide price-support program. 
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We in the dairy industry, at least those with whom I have talked, 
think it would be a very, very unsound proposition. 

So we come up with the conclusion that we must have a continua- 
tion of import controls or else in time we are going to wreck the price- 
support program. It seems to us Congress must make that choice. 

Currently imports are controlled under section 104 of the Defense 
Production Act. That provision of the Defense Production Act 
provides that quantitative limitations can be placed on imports if 
such imports would impair or reduce domestic production; interfere 
with orderly storing and marketing; or result in any unnecessary 
burden or expenditure under the price-support program. 

So far under section 104 imports of butter and nonfat dry milk 
solids have been forbidden and quota limitations have been placed 
upon the imports of certain types of cheese, and just recently embar- 
goes were placed upon the importation of dry whole milk and dry 
buttermilk. 

Section 22 of the Agricultural Adjustment Act as amended provides 
a mechanism whereby import control may be applied if imports 
threaten a price support or related domestic agricultural program. 

Section 7 of the Trade Agreements Act authorizes import controls 
when serious injury is threatened by increased imports resulting from 
concessions granted in a trade agreement. 

We do not believe that current legislation, other than section 104, 
is sufficient to grant the proper protection to the American dairy 
farmer. 

I think I explained that fully enough in my discussion with Senator 
Schoeppel, so I will not burden the record with further comments. 

We have always, in the administration of section 104, and in the 
passage of section 104 by the Congress, run into any number of 
arguments as to why quantitative control of imports should not be 
undertaken, such as are now accomplished under section 104. 

We think most of those arguments are wrong. For example, 
there seems to be a very marked tendency for people to adopt the 
slogan of free trade. That argument has been advanced for many 
years. 

While we might concede that under certain conditions free trade 
would be a proper thing, nevertheless if you look at the preconceptions 
on which free trade theories are based, I think we would find that 
free trade is almost impossible to achieve. 

To have real free trade we should have a situation where currencies 
are not artificially rigged and manipulated, where international 
cartelization of business does not exist, and where government 
interference and manipulation of trade, through exchange regulations, 
government-to-government agreements, and the like, are not existent 
and, in the final analysis, a free movement of capital and labor between 
countries is permitted. 

So while it sounds good to have this slogan of free trade, when you 
look at it closely it is very doubtful that the proponents of free trade 
would really go as far in the development of the economic and political 
conditions that would be necessary to the etfectuation of full free 
trade as they so glibly indicate. 

Senator Jonnston. We cannot have free trade as long as the other 
countries do not agree to it. That is what we are butting into. They 
put up more barriers than we do. 
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So there is not much use talking about free trade until the countries 
come along and agree to that. 

Mr. Reep. Some of our people argue that dairying is an export 
industry, and therefore we should permit imports so that countries 
can get dollars to buy our exports. 

A review of the figures, such as I gave just a few minutes ago, shows 
that the United States is not an export country in dairy products, 
that is, it is not a significant exporter, and that the large volumes 
which are quoted to us so frequently as being indicative of a huge 
export market are actually giveaway programs or were it that 
were developed during the war under the lend-lease program as a 
part of the war program for feeding our allies and, since the war, as a 
part of the program for rehabilitating foreign populations. 

There has never been a large export market for dairy products of 
the United States, nor do we expect one to develop. 

A number of people argue that we should permit large scale im- 
ports of dairy products in order that dollar exchange could be secured 
so that foreign countries can buy our export products. 

It is true that if we permitted a lot of dairy imports, presumably 
these countries would have more dallen exchange which they could 
use in whatever way they saw fit. 

But our major agricultural exports are wheat, cotton, tobacco, fats, 
and oils—mainly lard. They account for about 75 percent of our 
agricultural exports. 

We do not think that it is sound policy to wreck a major industry 
such as the dairy industry, with some $4} billion of income per year 
to farmers, in order to maintain an export market for other com- 
modities. 

Also we might note that those commodities have always been ex- 
ported, at least for many, many years, without wrecking the dairy 
industry and we do not see why they could not continue in that 
position. 

I have already discussed the fact that we do not think the other 
laws named are sufficient to protect the dairy farmers 

Also, I would like to point out with regard to our foreign trade and 
agricultural products, it is argued that it would be markedly im- 
proved by permitting unlimited imports of dairy commodities. 

It seems to me that the question of just how far one wants to go 
at the present time 

Senator JoHnston. You reach a conclusion, then, if we were to let 
all the foreign butter come in and at the same time keep up the 
90-percent parity on butter, that it would cost the Federal Govern- 
ment more money? 

Mr. Reep. That is right. We think those costs would get so 
onerous that the program would be discontinued. 

After all, the potato program is an example, | think, of that. 

Senator Jonnston. Even with the protection that you have now 
in keeping it out. 

Mr. Resp. It is getting fairly large now. 

Senator JoHNsTON. It is getting so that people are beginning to 
talk about it. 

The CuarrMAN. Do you agree that the dollar gap, so-called, is 
simply the difference between what one buys and what one can pay 
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for? The dollar gap as indicated by a witness about a week ago, is 
simply the difference between what a country buys and what it can 
pay for in the United States. 

Mr. Reep. I think what is probably meant is the difference between 
what they se ‘Il us and what we sell them. 

The CuarrMAN. This witness, who was Homer Brinkley, indicated 
that they could never overcome the dollar gap because everybody 
wants to buy more than they can pay for. 

If you overcome one gap you simply begin another one. As a 
matter of fact, the United States has the biggest dollar gap of any 
country in the world today, some $270 billion in our dollar gap. 1 
think it was pointed out that dollar gaps do not simply exist in foreign 
countries. ‘They exist in the United States as well, and in areas, 
sections, groups, and individuals, they all have dollar gaps. 

So the term “dollar gap” is almost meaningless, I wovld think 
because it simply represents the difference between what you buy and 
what you can pay for. 

Then you either have to be trusted for it, put it on the books, or 
hope that you will get it in some other way and make a big deal some 
time some other way and be able to pay it off. That is all it is. 

Mr. Resp. It is another one of those slogans. 

The CuarrMan. ‘Dollar gap” is a good sounding slogan and which 
means absolutely nothing because it is something that can never be 
overcome. 

Mr. Reep. I think your witness had an excellent point. I would 
like to comment briefly, if I may, with regard to the weaknesses of 
section 22, as amended. 

Senator Jonnston. Let me ask about butter. We have a surplus 
now in the United States of butter. Is there any protection in pro- 
ducing above a certain amount of butter before we get to pacity? 

Mr. Rerp. No, there is not. There is no marketing quota system 
on butter 

Senator Jonnston. Should there be, in your opinion? 

Mr. KRerep. That questioa, sir, has been debated for many years. 
With regard to any kind of outright production control, | think the 
conclusion generally is, among most dairy people, that it is far too 
difficult to accomplish. 

Senator Jonnston. I am one who has always believed that you 
should have high parity, but at the same time have good controls on it. 

Mr. Reep. The dairy industry is peculiarly difficult to handle. It 
was proposed in the early 1930’s that there be developed a production 
control program for milk and butterfat, but that was rejected by the 
farmers, the dairy farmers themselves. 

In this connection, in this statement I find it necessary to take issue 
with the position of the current administration, insofar as such position 
is exemplified by the testimony of Assistant Secretary of State for 
Economie Affairs, Harold Linder, before the House Subcommittee on 
the Dairy Industry. 

His position, which he indicated had the approval of Secretary 
Dulles and the White House, was that section 22 ,as it now stands, is 
sufficient protection for the American Dairy Farmer. 

At the same time, Secretary of Agriculture Benson indicated agree- 
ment with this position, provided section 22 were strengthened. 


Bux 
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We are not in a position to state at this time, unless and until the 
Secretary of Agriculture makes a definite legislative recommendation 
to the Congress, just what the Secretary means by strengthening 
section 22 

I would like to be very specific about this. We are pleased that 
there is legislation such as section 22 on the statute books. Our 
comments here, and those made in the past before this and other 
committees of the Congress regarding section 22, are concerned 
wholly with pointing out where we think section 22 can be improved 

Also, as we have stated many times, we have for many years been 
quite dissatisfied with the administration of section 22. Laws mean 
nothing unless they are administered and enforced, and we think we 
speak not only for ourselves but for many other segments of agricul- 
ture when we state that section 22 has not heretofore been administered 
in a proper fashion. 

There can be little doubt that if section 22 had been adequately 
and vigorously applied in the interests of the American dairy farmer 
and the programs authorized for him by the Congress, such legislation 
as section 104 of the Defense Production Act would not have been 
proposed and enacted. 

Nevertheless, with this long experience of inadequacies of applica- 
tion and administration of section 22, we do not believe that we are 
subject to criticism for being skeptical, at this late date, of section 22 
in protecting dairy farmers’ interests. 

We do not wish to infer that we do not think that the present 
administration is sincere in its attitude. On the contrary, we think 
they are absolutely sincere. 

We think Secretary Benson and his colleagues in the administration, 
and the President, are utterly sincere in their desire to have a proper 
administration and application of section 22 to the problems of the 
dairy farmer. 

Our feeling of skepticism as to the adequacies of section 22 as it now 
stands has to do largely with the fact that the application of the section 
is entirely discretionary upon the administration. 

This administration has indicated it is going to move, under 
section 22, and has started the wheels moving in the gutse of a tariff 
investigation. 

However, I would like to point out that these remarks apply partic- 
ularly to section 22 as a permanent piece of legislation. We would 
like to see it handled in such fashion that irrespective of what the 
administration or its policies may be section 22 would be strengthened, 
to give reasonable protection to the producer until Congress changes 
its mind and wants to do something else about it 

We think that the Congress should establish the limits of import 
control within which the executive branch would operate 
Accordingly, the Congress should establish the upper limits of imports 
that will be permitted whenever there is in operation for any agri- 
cultural commodity a program authorized by any one of the several 
laws designed to aid and stabilize agriculture in this country. 

The goal of most farm programs under current agricultural laws is 
to secure parity prices for farmers. 

The Congress should establish a rule as to the maximum level of 
imports of competitive commodities which will be permitted whenever 
programs for agriculture are in effect. 
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The degree to which imports of competitive commodities will be 
permitted. to interfere with domestic agricultural programs, and to 
increase the costs of price support and other operations under our 
agricultural laws, is a matter of policy that should be determined by 
the Congress, not the executive branch. 

Reduction of import volumes below maximum levels determined 
by congressional policy could be left to determination of the executive 
branch under the procedure now provided in section 22. 

I would like to turn now to my recommendations. In conformity 
with the facts and considerations set forth in the preceding sections 
of this statement, we have the following recommendations to make to 
this committee: 

The administration has requested that the Reciprocal Trade 
Agreements Act be extended for another year without change. Dur- 
ing the year’s extension, a study group would be appointed to analyze 
our foreign trade position and recommend the policy to be adopted. 
At the same time, the administration has recommended that section 
104 of the Defense Production Act be allowed to expire as of June 30, 
1953. 

We have had several years of experience with import controls under 
section 104, and the section has proved to be quite effective. We 
have had many years experience with section 22, upon which the 
administration desires that we rely, and the net of our experience is 
that heretofore, the section has not been administered so as to achieve 
the results we desire. 

While we think the current administration is very sincere in its 
desire for an effective application of section 22, we are loath to accept 
the proposition that we give up a law which has been satisfactory, in 
favor of one with respect to which we have considerable misgiving. 

It seems to us that it is just as logical to continue section 104 for 
another year, pending completion of the study of the group that we 
understand the President is going to appoint, as it is to extend the 
Trade Agreements Act for another year without change. 

Accordingly, we recommend that the committee lend its support to 
continuing section 104 for another year, pending the results of the 
survey referred to above, and the development of policy therefrom. 

In addition, the Secretary of Agric om has extended the price 
support program for milk and butterfat for the marketing year ending 
March 31, 1953, at prices designed to return to dairymen 90 percent of 
parity prices. 

In extending the price support program for dairy products for 
another year, Secretary Benson stated he did so in order to give the 
dairy industry a chance to develop a better program. 

In furtherance of this position, the Secretary appointed an industry 
group composed of some 90 persons from all segments of the dairy 
industry to work with the Department in deve sloping a program. 

This committee has met with the Secretary and his colleagues, and 
made numerous recommendations, which are now in the process of 
being reviewed and developed further by a smaller industry committee. 

We think that, in view of the efforts of the dairy industry to develop 
a program for next year, it is logical to extend section 104 pending the 
development of such program. 


oo 
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Any legislation designed to control i imports should state the principle 
of control as firmly as possible, leaving little to the imagination or 
discretion of the officers administering it. 

We are fully cognizant of the difficulty of writing a law which will 
cover all angles of the problem that it seeks to correct. However, we 
are against the grant of broad discretionary powers in this matter. 
Our experience is that we never get a break when the discretion 
authorized is exercised. 

2. Over the long run, we feel that legislation must be enacted that 
will represent a reasonable correlation of our farm policy goal—which 
as we understand it is to secure parity prices for the American farmer, 
and our foreign policy goal pointed toward expanding our foreign 
trade. 

We believe that the time has come when the present conflict in these 
goals can and must be resolved. If the current conflicting policies 
should continue, in time one of them will have to fall. We think 
that the result can be and should be avoided 

We have some recommendations as to section 22 to give to the 
committee, Mr. Chairman. They have been developed by a sub- 
committee of the dairy industry committee. 

On that group were representatives of the American Dry Milk 
Institute, the American Butter Institute, the National Cheese Insti- 
tute, the Evaporated Milk Association and the National Creameries 
Association. 

The CHarrMAN. We will be glad to receive those recommendations, 
Mr. Reed. The committee will be interested in them whether or not 
they apply to legislation which falls within this committee’s purview. 

Mr. Reev. We think that we, after some 6 to 8 months’ work, 
have developed a proposal which will offer adequate protection to the 
American farmer with regard to the program set up for his benefit 
under legislation designed to secure parity prices for agricultural com- 
modities, and that it will represent at least a step along the road to 
bring about correlation between our domestic farm policy goal and 
our foreign trade policy goal, and thereby bring an end to the conflict 
between our domestic farm policy and our foreign trade policy. 

In this recommendation we suggest that a new paragraph to be 
added to section 22 which would provide that imports of any agricul- 
tural commodity or product thereof be limited to a normal level 
during any period for which a program was in effect under any domes- 
tic farm law designed to support, directly or indirectly, the price of 
such product. 

That would be a mandatory provision which would take effect 
automatically whenever a program were instituted. 

We suggest that imports of the commodities for which the program 
is being conducted be held to the average of the 5 preceding years. 

After our price has reached parity, then we would permit imports, 
unlimited in the sense that they would not be limited by quantitative 
restrictions. 

When our prices drop below parity, the provision of limiting them 
to the previous base would be again applied. 

We think that proposal at least has the merit of trving to bring 
together the goals of the Congress on parity prices and at the same 
time permitting a level of imports equivalent to that that existed 
during the previous period. 
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I might say in conclusion on this particular segment of my statement 
that with regard to the 5-year average, Mr. Chairman, we suggest 
that average, but if a better base period can be determined we would 
be most assuredly in favor of it. 

In other words, our minds are not fixed on the 5-year average but 
we do want to stress the importance of the principle of tying parity 
and imports together. 

That proposal, Mr. Chairman, is set forth in detail in appendix B. 
We commend it to you: committee for such use as you can make of it. 

That concludes my formal statement, Mr. Chairman. Thank you 
very much for giving me *his opportunity to be here. 

The CHarrMAN. Thank you, Mr. Reed. We are glad to have you 
with us. 

Are there any further questions? 

No response. ) 

If not, the next witness will be Mr. E. W. Gaumnitz, executive 
secretary of the National Cheese Institute. 


STATEMENT OF E. W. GAUMNITZ, EXECUTIVE SECRETARY, 
NATIONAL CHEESE INSTITUTE, CHICAGO, Il. 


Mr. Gaumnitz. My name is E. W. Gaumnitz. I am executive 
secretary of the National Cheese Institute. 

Mr. Chairman, I have read the testimony of Mr. Holman and have 
read and listened to the testimony of Mr. Reed. It seems to me that 
the general facts, as far as the dairy industry is concerned, have been 
pretty well stated before this committee. 

I filed a statement which I would like to have made a part of the 
record 


STATEMENT FILED By E. W. Gaumnitz, ExcecurivE SECRETARY, 
NATIONAL CHEESE INSTITUTE, INC 


My name is E. W. Gaumnitz. I am executive secretary of the National Cheese 
Institute, Ine., with offices at 110 North Franklin Street, Chicago, Il. 

The National Cheese Institute, Inc., is a nonprofit corporation, whose members 
include manufacturers of cheese and process cheese, and manufacturers, as- 
semblers, importers, wholesalers and distributors of all types of cheese. Its 
members manufacture over 50 percent of the cheese produced in the United 
States and distribute between 80 and 90 percent of all the cheese distributed in 
the United States 

We believe that, under present conditions, both international and within 
the United States, positive quantitative import controls are necessary in dairy 
producrs, that such legislation should be of a permanent character and that 
the necessary statutory authority should involve a minimum of discretion. 
Furthermore, an effort should be made to correlate United States policy relating 
directly to internal affairs and those relating to international affairs. 

Following are some of the factors to be noted in the dairy field: 

1. Milk production on farms in the United States, which reached a peak in 
1945, was reduced in the post World War II period, although 1952 production 
was slightly above that in 1951. (Table 1 The marked increase in 1941 and 
1942 was under a wartime program. The number of milk cows on farms as of 
January 1, 1953, was slightly above the number as of January 1, 1952. Also, 
the number of heifers per 1,000 cows on January 1, 1953, was above the number 
a year earlier. These data suggest that milk production may again increase 
in 1953 

2. The production of cheese in the United States by variety for the years 
1931-53 is set forth in table 2. The marked increase in 1941 and 1942 was 
largely the result of the wartime program. 
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The production of cheese in any one vear is influenced largely bv the relative 
price of the several products of milk In other words, milk is largely inter- 


changeable as between uses, so that when cheese prices are high relative to the 
prices of other dairy products, milk will be shifted into cheese production. The 


same holds true as between cheese varieties. Of course, the total production of 
milk is influenced by a number of factors including relative producer returns 
as between milk production and other farm enterprises 

3. Imports of cheese by varieties for the vears 1931—53 are shown in table 3 
It should be noted that imports in the period 1931-39 ranged from 47 million 
pounds to 61 million pounds per year. Imports during the wartime shortage 
period were greatly reduced but, in the vears 1950-52, have again reached the 
level of 49 to 56 million pounds It is to be noted that while cheese imports 
represent about 5 percent of United States cheese production in the last 3 vears 
imports of Edam and Gouda cheese about equaled United States productio1 
Imports of Italian cheese equaled about 30 percent of United States production 
and imports of Italian types, if compared with the United States production of 
the hard Italian cheeses, equaled over 50 percent of United States productior 
and Blue Mold cheese imports equaled perhaps 40 to 50 percent of United States 
production. 

4. Exports of cheese in the United States in the vears 1931-39 ranged from less 
than 1.1 million pounds to about 1.7 million pounds In the war vears, exports 
were very large with a peak of 305 million pounds reported in 1942. Exports 
continued high in the postwar period under various types of relief or subsidy 
programs but in 1952, the first postwar vear when no subsidies were involved 
exports again became relatively normal and approximated 4 million pounds 

5. In connection with imports it should be noted that, under various trade 
agreements, import duties on all dairy products have been materially reduced 
from the levels established by the Tariff Act of 1930. For most dairy products 
such reductions on a dollar-and-cents basis amount to about 50 percent For 
example, the rate on whole milk has been reduced from 6% cents per gallon to 
2 cents per gallon for not more than 3 million gallons in any calendar year. The 
rate on butter has been reduced from 14 cents per pound to 7 cents per pound on 
up to 60 million pounds (the quantity limitations are related to specific period 
of the vear). The rate on drv skim and buttermilk has been reduced from 3 cents 


per pound to 144 cents per pound. The rates for cheese are detailed in the attached 
table 4. The rates provided in the act of 1930 were 7 cents per pound but not 
less than 35 percent ad valorem. Currently, the rates range from 3 to 5 cents 


per pound and from 15 to 25 percent ad valorem 

6. Currency devaluation: In connection with imports attention is directed to 
the fact that a considerable number of exporting countries have devalued their 
currency. Such devaluations have ranged to more than 35 percent. The deval- 
uations have been particularly difficult to anticipate since the exchange rates 
apparently have been determined very largely by arbitrary governmental actior 

Whenever exchange rates do not have a common denominator resulting in 
exchange rates being self-adjusting, international trade becomes arbitrary 
Under such conditions demand and supply in terms of prices become meaningless 
terms. The volume of goods exported from the United States, for example 
under such conditions are in no sense the result of free trade, since such quantities 
may well have moved under arbitrary or hidden substitutes Were exchange 
free and gold movement free it is not only possible but probable that United States 
exports would be materially reduced and limited. Export data as well as import 
data, under these conditions, are fictitious 

7. Arbitrary pricing: In recent years there has grown up a discriminatory 
export pricing arrangement on the part of certain countries exporting to the 
United States. Examples of such arrangements are the specific pricing mechan- 
isms of Denmark and the Netherlands 

Arbitrary export pricing on the part of Denmark was clearly set forth in the 
public hearing before the United States Tariff Commission on April 4, 1952, in 
connection with an investigation regarding blue mold cheese under section 7 of 
the Trade Agreements Extension Act of 1951 

At that hearing, one witness stated that export prices of Danish Blue Mold 
cheese are controlled by arbitrary action through a Danish cheese export com 
mittee in which the Danish Government participates and through which exports 
are controlled; that different export prices are arbitrarily established between 
countries; that such prices could be raised or lowered by edict, and that such 
export prices apparently are not related to the prices of other dairy products. 
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The situation in the Netherlands was outlined in response to an inquiry 
addressed to the Under Secretary of Agriculture to which the Assistant to the 
Under Secretary made reply under date of April 23, 1952. Two paragraphs of 
that letter are as follows: 

‘Apparently some misunderstanding has developed over his reference to the 
policy followed by many of the foreign countries of selling specialty cheeses 
strictly as luxury products at prices substantially above those for comparable 
types of cheese produced domestically. The particular example we had in mind 
was Dutch cheese, as the Netherlands’ Government sets minimum prices for 
exported dairy products, based upon production costs plus a small amount 
charged to make up for certain domestic subsidies. As it happens the export 
prices of Dutch cheeses so far have been higher than the prices of American 
Gouda and Edam. If this situation should change, the Netherlands’ Embassy 
informs us, it is contemplated to raise the price of Dutch cheese so it will remain 
above the price of the American product. 

‘“‘Roquefort exporters also maintain complete control over prices to keep them 
substantially above the market for domestic Blue cheese.”’ 

These two illustrations serve to point out the fact that international trade is 
not being conducted under conditions contemplated by any concept of free trade. 

8. International trade in cheese: In the pre-war years, 1934-38, international 
trade in cheese approximated 500 million pounds per year. In the past few 
years, such trade has approximated 700 million pounds. With such a volume 
of cheese in international trade it would not be difficult, under present conditions, 
to visualize United States imports of 200 or 300 million pounds per year were all 
United States import restrictions removed. 

9. United States support prices for dairy products: Under the Agricultural 
Act of 1949, the United States Department of Agriculture is required to support 
prices of milk and butterfat at between 75 percent and 90 percent of parity and 
under certain conditions prices may be supported at above the 90 percent level. 
Support prices have been announced for the 12 months period, April 1, 1953 to 
March 31, 1954. Prices are being supported through offers to purchase butter, 
Cheddar cheese and nonfat dry milk solids. While the method of support is 
through the offer to purchase butter, Cheddar cheese and nonfat dry milk solids, 
the effect is to support the prices to producers for milk for all uses. This situa- 
tion is well stated in a letter from the Secretary of Agriculture to Senator Ful- 
bright under date of September 17, 1951 and appearing in the hearings before the 
Senate Committee on Banking and Currency on 8. 2104. The Secretary’s 
statement on this point follows: 

“Since all dairy products are manufactured from milk or butterfat, there is a 
very close relationship between the prices at which the various dairy products 
are purchased under the price-support program. Purchases of any one of the 
major dairy products tend to support the returns to farmers for milk and butter- 
fat sold. It is, therefore, reasonable to expect that imports of cheese on an un- 
restricted basis would result in increased purchases of dairy products under the 
price-support program. 

“The law states that import controls are necessary for cheese and makes no 
distinction as between types of cheese. The different types are competitive with 
each other in varying degrees. In view of the recent substantial increases in 
imports of most types of cheese in combination with recent decreases in United 
States production of most types of cheese, and also in view of the probability of 
having to purchase supplies of Cheddar cheese under the price-support program, 
the Department determined that import restrictions would be applied in the 
same manner to all types of cheese.”’ 

As of March 31, 1953, and largely as a result of the price support program 
for the year ended March 31, 1953, the United States Government had on hand 
some 120 million pounds of butter, 75 million pounds of cheese and 170 million 
pounds of nonfat dry milk solids. Price support purchases since that date have 
been rather high. 

10. Recently, there has been coined the catchy phrase ‘Trade-not-aid.”’ 
Those who advocate ‘‘trade-not-aid” infer that their proposal is based in the 
economic law of comparative advantage or in other words, that the trade shall be 
based on principles of free competition. It should be noted that free trade 
involving only the removal of such restrictive devices as tariffs and quotas is not 
free trade in the economic sense and it is very questionable whether only the 
removal of tariffs and quotas on the part of the United States would provide a 
reliable guide to the most efficient production of goods. Free trade in the eco- 
nomic sense involves not merely the removal of such barriers as tariffs or quotas 
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but also involves such factors as free movement of capital and capital goods, 
free movement of labor and free movement of gold. Fixed currency exchange 
rates, immigration quotas and restrictions on the flow of investment capital are 
some of the important factors which interfere with the working of the principle 
of comparative exchange. If those who advocate the principle of ‘“Trade-not- 
aid” are doing so on the basis of the economic principle of comparative advan- 
tage, then many factors in addition to tariff rates or quotas need to be reviewed 
To argue that there should be no quota in the case of dairy products because it is 
one of the very important factors interfering with the law of comparative advan- 
tage is to make of major importance an item which is of only minor importance 
compared with other conditions which are basic to free trade 
(The following tables are on file with the committee: 


Table 1. Milk Cows and Milk Production on Farms, United States,€1930—-1952 
Table 2. Cheese: Quantities Manufactured in the United States. 1931 to 1952. 
Table 3. Cheese: U.S. Imports for Consumption, by Variety 1931 to date. 
Table 4. United States Tariff Rates on Cheese 

Me. Gaumnirz. I doubt whether it will add anything to the record 
to go into any detail as to milk production, international trade and 
dairy products, United States exports, United States impo:ts, sup- 
port prices, arbitrary pricing internationally, or the general slogan 
of Trade—Not Aid. It has been pretty well covered. 

I would merely like to comment on 1 or 2 things. As a matter 
of fact, as I listened to vour statement and questions with relation to 
the dollar gap, I really cannot add anything to it. I think you stated 
the proposition very clearly. Much has been stated on this matter 
of the dollar gap and the necessity of trade. 

As Mr. Reed has very nicely pointed out, under the present con- 
dition the slogan, it seems to me, is absolutely meaningless, and those 
who state it either state it without consideration of all of the principles 
involved or, | believe vou have to say, you can only conclude, that it 
is a deliberate misrepresentation. 1 cannot conclude any thing else. 

No reputable economist, to my knowledge, would make the type 
of statement which has been made publicly by a number of people. 
There is no basis, as far as I know, any place in economic literature; 
there is no support for that type of deal. Yet we seemingly are 
being sold that type of proposition. It seems to me the committee, 
in considering this matter, should consider it in all of its aspects before 
deciding what type of program should be launched 

I would like also to stress for a minute the general proposition 
which Mr. Reed advanced, to the effect that there seems to be a gap, 
an inconsistency, between our apparent domestic policy and our ap- 
parent foreign policy. We in the dairy business are in the very dif- 
ficult position of attempting to chart a course over a number of years 
in the light of two policies on the part of the United States Govern- 
ment which are quite inconsistent. 

Certainly it is very difficult, under those circumstances, to arrive 
at any reasonable conclusion as to what action should be taken. Spe- 
cifically, this committee is concerned, as I understand it, with the gen- 
eral import-export problem and specifically, at this time, as it may 
relate to the dairy industry. We dohave legislation certainly insection 
22 and section 104, and section 7 of the Trade Agreements Act, any 
one of which presumably could be relied upon to take care of any 
situation that might arise. 

Certainly I must agree that there has to be, in legislation of that 
type, a considerable degree of discretion. At the same time when 
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there is discretion somebody has to make an answer. Unless the 
Congress indicates the criteria to be used, rather clearly, then we 
almost are in the state of having expressed merely an intention, with- 
out any rule or any guide. 

As Mr. Reed pointed out, we have had on the books section 22, 
I believe, since 1935 or thereabouts. I think under any reasonable 
reading of that law a number of actions would have been taken in the 
18-year period. But the fact is that, as far as I know, there have been 
about seven. 

The CHarrRMAN. Five actions have been taken in 5 instance in 17 
years. A request for an investigation by the Tariff Commission was 
made in one other case, but no action taken on it. 

Mr. Gaumnirz. Under those circumstances I believe the committee 
can appreciate why the people in the dairy business are certainly 
hesitant to see removed from the books section 104, not that we think 
it necessarily is anywhere near perfect, but under the condition as it 
has existed, at least we do have some, action under 104, and for the 
most part there has not been action under section 22. Neither has 
there been action as far as the dairy business is concerned under 
section 7. 

I do not know how many have appeared before any of the various 
agencies with reference to action under any of those sections. I have. 
One almost has the feeling of it being strictly a waste of time. Yet 
these are laws passed by the Congress. 

All I am trying to get to is one simple conclusion: That once the 
policy is laid out by the Congress, it seems to me that any one of these 
import regulations or laws, authorities, need to be spelled out as far 
as possible, leaving a minimum of discretion. Certainly that is diffi- 
cult. But we can only go on the basis of experience. 

Certainly we may hope that the admiaistration will always be 
better, but it is difficult to do business on purely a hopeful basis. 
I think that is about all that I have to say, Mr. Chairman. 

The CHarrMan. We thank you, Mr. Gaumnitz. We are always 
glad to have you before this committee. 

We will now hear from the representative of the American Butter 
Institute, Russell Fifer. 


STATEMENT OF RUSSELL FIFER, EXECUTIVE SECRETARY, AMERI- 
CAN BUTTER INSTITUTE, CHICAGO, ILL. 


Mr. Firer. Mr. Chairman and gentlemen of the committee, 
thank you for the privilege of appearing before your committee to 
state the position of the American Butter Institute with regard to the 
great need for properly controlling the importation of butter and 
other dairy products into this country. 

The dairy industry is a most important segment of the American 
agricultural economy, and we contend that any severe shock to 
dairying will result in serious consequence for the entire economy— 
agriculture and business. My testimony will be quite brief and will 
not contain many statistics because other witnesses from the dairy 
industry will present this information. 

My name is Russell Fifer. 1am executive secretary of the American 
Butter Institute, a national trade association of butter manufacturers 
and distributors located at 110 N. Franklin St., Chicago, Ill. Mem- 
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bers of the American Butter Institute are located in over 40 states 
of the United States and process approximately 40 percent of the 
total creamery butter manufactured. These members also distribute 
about 75 percent of all the creamery butter produced in the United 
States. 

The production of creamery butter in 1952 amounted to 
1,205,700,000 pounds in the United States. We produced some 2- 
million-plus pounds of farm butter which does not get into ordinary 
commerce. Butter represents the largest single use for milk among all 
manufactured products—in fact, butter utilizes more milk than all 
other manufactured dairy products combined. During the first 
quarter of 1953 the production of creamery butter in the United States 
was 33 percent over the same period last year and it is expected that 
this present trend would continue unless weather conditions prove 
unfavorable. According to the last information available, there are 
2,879 creameries or butter manufacturing plants in the United States 

The production of creamery butter in the world, excluding the 
United States, amounted to 2,750,792,000 pounds in 1952, leaving 
out Finland and France, which totaled about 700 million pounds 
The export of butter, worldwide, was about the same in 1952 as in 
1951, or about 1 billion pounds. The production of butter was up 
in Australia, Argentina and New Zealand. In Argentina it was up 
60 percent during the last quarter of 1952. 

It does not seem at all unreasonable to conclude that about 25 
percent of the world butter export surplus would be diverted to the 
United States in the event proper controls are not maintained. This 
would mean about 250 million pounds of butter. The consumption of 
butter in Great Britain is reduced approximately 250 million pounds 
since the period immediately before World War Il. Since this 
country was, and is still, the greatest butter importing country in 
the world, it is logical to assume that this so-called free butter would 
be seeking a desirable market. 

I might add that as I recall, the consumption of butter in England 
is possibly twice as much as it is in the United States—about double 
even though a reduction has taken place in consumption in the last 
few years. If we would import these estimated 250 million pounds 
that would result immediately in equal quantities of butter being 
purchased for support purposes in the United States, in addition 
to the 1 or 2 million pounds now being purchased daily by the Com- 
modity Credit Corporation. 

This foreign butter can be sold wholesale, duty paid, in the United 
States from 48 to 55 cents per pound, taking into account present 
foreign exchange rates. In other words, at a time when our Federal 
Government maintains the domestic price level for butter and at 
the price of 65.75 cents per pound Chicago wholesale foreign imports 
would take over a substantial portion of our domestic market. 

According to reliable information, New Zealand butter was de- 
livered to France at 375 British shillings per British hundredweight. 
This would be calculated at about 47 cents per pound delivered French 
port, or about 45 cents New York basis, without duty. We have in 
our files a letter from a British importer offering to pay 375 shillings 
for American butter per hundredweight delivered. Upon this evi- 
dence it is safe to assume that the price of “free’’ butter available for 
import in the United States would be at the figures mentioned pre- 
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viously. This butter could be offered from numerous sources and 
relatively small quantities. 

The Netherlands sold butter to a neighboring country last winter 
for prices averaging 48 to 50 cents a pound. 

In the 5 years preceding 1939, the world price of butter, New York 
basis, averaged 8 cents below domestic prices at New York. A duty 
of 14 cents per pound was adequate to protect the domestic dairy 
industry except during times of extreme shortage when some foreign 
butter came in over the tariff barrier. The United States has never 
been recognized as an importer of butter. 

Since World War II there have been two major developments 
which, in absence of legislative relief, have completely nullified the 
protection historically granted to the butter and dairy industry: 

|) The 50 percent cut in the duty of 14 cents down to 7 cents per 
pound for the first 60 million pounds of foreign butter admitted per 
year; and, 

2) The progressive devaluation of sterling block currency by 42 
percent in terms of the United States dollar. 

The effect of the latter can be illustrated by the present agreement 
between New Zealand and the United Kingdom. On the basis of 
the United Kingdom pound ste ae worth $2.80, New Zealand 
realizes 39.25 cents per pound f. o. b. steamer for her butter. New 
Zealand can, therefore, put enttan down in New York for about 44 
cents per pound before duty and 51 cents per pound, duty paid. 
It must also be remembered that the butter production has been on 
the increase in New Zealand during recent years. This is so-called 
contract butter. The ‘“free’’ butter would be slightly higher. 

Referring to the questions raised this morning on the dollar gap, 
this picture can be explained easily. If New Zealand was still being 
paid in British pounds, worth $4.86 American dollars, her butter 
would be worth 67% cents f. o. b. steamer, which would mean 72 
cents landed in New York. If the old duty of 14 cents still applied, 
it would mean 86 cents duty-paid butter, a price considerably above 
the present levels in the United States. 

In other words, United States of America butter prices are not out 
of line. The unbalanced international payments ledger of the United 
Kingdom plus the arbitrary cut in the protective tariff have combined 
to expose the domestic butter market to the world market. Why was 
the protective tariff on butter cut in half when the differential between 
the domestic and foreign price of butter increased threefold? 

Summarizing this point, it can be explained that the 14-cent duty 
applied during the period of 1935-39 when the average price of butter 
wholesale Chicago was 28 cents per pound. This resulted in a duty 
amounting to 50 percent of the wholesale price. At the present time 
the average support price in Chicago is 64.75 cents—averaging 90 
and 92 score butter—while the first 60 million pounds of butter can 
be imported at 7 cents duty, or about 11 percent of the value. At 
the same time, currencies in the sterling-bloc countries have been 
devalued 42 percent in terms of the United States dollar. Actually, 
the decrease in currency value alone would practically balance or wipe 
out the 14-cent duty previously placed on butter. 

Referring to the appearance of Secretary Benson before the House 
Subcommittee on Agriculture recently, he explained that many of 
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the commodities included in our price-support and marketing-order 
program are subject to substantial import competition. He said: 


Many of the commodities included in our price-support and marketing-order 


programs are subject to substantial import competition. In many cases the 
price-support level is substantially above the world market price, even after 
allowance for the customs duties assessed against imports When that happens, 
imports are attracted to this country from all over the world, including areas 
whose products would normally be exported in whole or in part to other countries 
where they may be badly needed 3ut the price-support level in this « t 

acts like a powerful magnet to draw these commodities out of their normal flow 


in international trade. 


Another official spokesman for the Department of Agriculture 
recently pointed out that many foreign countries are eager to obtain 
dollar exchange. This would open the higher priced market of the 
United States to unlimited imports with prompt renegotiation be- 
tween foreign countries, so as to increase “is uilability of foreign sup- 
plies of dairy products for shipment to the United States 

Opening the United States market to imports of butter undoubtedly 
would raise the price of butter to foreign importing countries and 
cause them to rely more upon low-price vegetable oil spreads 

Also referring to further questions this morning, it is my recollec- 
tion that the consumption of oleomargarine in Denmark is roughly 
4 to 5 times that of butter. This is a planned economy in order to 
provide butter for export. The net effect of these changes in the 
butter tariff and currency devaluation is a complete alteration of the 
relationship of domestic price levels to delivered cost of foreign butter 
Before World War II the latter substantially exceeded the domestic 
price level, except in the rare winter period of exceptionally short 
production. 

Today butter and dairy products adaptable to the uses of butter 
can be delivered to this country duty -paid at subste antially ae el 
prices than the domestic support pric¢ This is now taking place in 
the case of cheddar cheese. Only the present embargo coetentia 
butter, dry whole milk, and dry butte on from coming in 

A clear and pressing need exists for permanent legislation, which 
would grant to the Secretary of Agriculture the power to embargo as 
well as to regulate imports of butter and other dairy products. These 
powers should not be limited to situations where the Department of 
Agriculture is already buying dairy products under support programs 
As already pointed out, even if the domestic dairy situation is in 
sound balance, the virtual certainty of substantial imports under 
present tariffs and currency relationships would guarantee chroni 
surpluses pressing for support action. The use of such powers by the 
Secretary should be required under carefully spelled out conditions 

It is essential that new legislation effective June 30, 1953, require 
an immediate end to the absurdity of importing dairy products, while 
the Government is buying up domestically produced surpluses of 
butter, cheese and nonfat dried milk. For the longer period, the 
Secretary of Agriculture or President of the United States of America 
should be armed with the authority to regulate and, if necessary, 
disallow imports, in order to give the domestic producer an opportun- 
ity to obtain something more rewarding than support prices for the 
product of his dairy herd. 

The Chairman of this committee, Senator Aiken, a good friend of the 
dairy farmer, has introduced S. 1680 to amend section 22, giving the 
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President power to take emergency action pending recommendations 
of the Tariff Commission. We understand that Secretary Benson 
agrees that the present authority in section 22 is cumbersome and 
inadequate to deal with the present problem. We believe that some 
legislation is necessary to coordinate imports of butter and other dairy 
products with the parity concept so long as farm price support legis- 
lation exists. 

[ would like to refer hack and support 100 percent the statement of 
Mr. Reed as he reported the recommendation of the Dairy Industry 
Committee. The Tariff Commission could properly take a realistic 
view of the present situation and recommend a utilization or counter- 
vailing fee of sufficient amount to prevent imports during any period 
when the Government is purchasing butter for support purposes, or 
whenever imports of any agricultural commodity or product thereof 
would render, or tend to render, ineffective, or materially interfere 
with, anv price support or marketing order (and certain other) pro- 
eran In the case of butter this would amount to a fee of 17 to 20 
cents per pound instead of 7 cents for the first 60 million pounds and 
14 cents thereafter. Of course, similar adjustments would necessarily 
be required on all other dairy products. Probably a better and mor 
positive method would be a basis of quotas or embargoes which would 
give the Secretary or the President power to act immediately and to 
prevent imports of products when we are involved with support 
programs Quantitative restrictions are more dependable than duties 
when one realizes that currencies can be manipulated without restric 
tion 

The CHarrMan. Thank you, Mr. Fifer. 

Are there any questions? 

Senator JOHNSTON. No questions. 

The CuarrMaANn. Mr. Robert J. Remaley, representing the American 
Dry Milk Institute. 


STATEMENT OF ROBERT J. REMALEY, DIRECTOR OF RESEARCH, 
AMERICAN DRY MILK INSTITUTE, CHICAGO, ILL, 


Mr. Rematey. | have condensed my statement, Mr. Chairman. 

The CuarrmMan. Thank you. We want to be sure that the im- 
porters have time to tell their story, even if we have to find other time 
to do it. 

Mr. Rematey. My name is Robert J. Remaley, director of re- 
search of the American Dry Milk Institute. I am appearing in behal! 
of the American Dry Milk Institute, which is a trade association of 
dry milk manufacturers, with headquarters at 221 North LaSalle 
Street, Chicago 1, Il. 

We represent 212 manufacturers of nonfat dry milk solids, dry 
whole milk and dry buttermilk solids. Our members are both 
dairy farmer cooperatives and proprietary companies. 

The committee has already hear Mr. Reed, Mr. Holman and others 
state the case of dairy products in considerable detail. 

[t would be repetitious for us to cover the same grounds. We 
therefore desire to limit our remarks to the dry products of milk, of 
which the three principal ones are dry whole milk, dry buttermilk 
solids and nonfat dry milk solids. 
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There is appended to my statement a considerable volume of statis- 
tical data which relate to our production, domestic sales, imports and 
exports. 

It is from these data that we have come to the conclusion that so 
long as the Government is purchasing or storing dry milk products 
that these are evidences that there is a surplus of these products an 
imports of such products under these conditions should be complete] 
restricted. 

The product under consideration, dry whole milk, is fluid whole 
milk from which the water ~ has been removed 

Dry buttermilk solids is the buttermilk resulting from the churning 
of butter from which the water has been removed and nonfat dry 
milk solids is separated milk from which the water has been removed 

These products can be used wherever their fluid equivalent is 
required. 

Additionally, they have special uses of their own. Our four largest 
domestic markets are bakery products, dairy products, meat products, 
and the small retail package 

I would first like to consider the effect which imports have had on 
the dry milk industry ducing the period 1950 to 1952 when imports of 
dry whole milk and dry buttermilk solids were completely unrestricted 

During this period dry whole milk imports increased from 24,000 
to 37 million pounds. Dry buttermilk solids imports increased from 
539,000 pounds to 12,500,000 pounds 

Also, during this same pe riod the domestic production of dry whole 
milk dropped 32,500,000 pounds in 1952 from 1951 

The imports tion of these quantities of dry whole milk and dry butter- 
milk solids had the same effect on our economy as the importation of 
38,200,000 pounds of nonfat dry milk solids and 13 million pounds of 
butter. 

Similarly, the loss of 32,500,000 pounds of dry whole milk production 
meant the probab le oe tion of 23 million pounds of nonfat dry milk 
solids and 10,700,000 pounds of butter instead of dry whole milk 

In a period of surplus such as we experienced in 1952 and are still 
experiencing in 1953, these a plus our losses in production of dry 
whole milk represented a total of 16 million pounds of nonfat dry milk 
solids and 23 million pounds of butter, which was probably bought 
by the Government under the support program. 

The prices of imported dry milk products made them particularly 
attractive to the American manufacturer of food products. He could 
use his products more cheaply than butter and nonfat dry milk solids 
when bought at the existing support prices. 

When bought at those prices, a hundred pounds of milk testing 3.9 
percent butterfat, and 8.95 percent milk solids nonfat, can be recom- 
bined from butter and nonfat dry milk solids for $4.48 per hundred 
pounds. 

The same hundred pounds of milk, when produced from domesti- 
cally produced dry whole milk will cost $4.48. That was the prevail- 
ing price in June 1952. Imported dry whole milk selling at 29 cents 
at the same time represented a cost of only $3.63 per hundred pounds. 

The difference between $4.48 and $3.63 or approximately 80 cents 
per hundred is what could be saved. 

Consequently, it can be seen that the American food manufacturer 
made dividends by buying the imported product. 
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Differentials in prices can probably best be illustrated by a com- 
parison of prevailing support price in Canada and the U nited States. 

Canadian support prices today are 8 cents for roller and 11 cents 
for spray. United States support prices are 14 cents for roller and 
16 cents for spray. 

Even at 50 percent ad valorem tariff it would be to the advantage 
of the American manufacturer to import Canadian roller nonfat milk 
solids. 

What are the potential imports? The major foreign producers and 
exporters of dry milk products are Canada, Sweden, Denmark, 
Netherlands, New Zealand, and Australia. 

During 1951, which is the latest year for which we have data, these 
nations produced 145,500,000 pounds of nonfat dry milk solids and 
179,500,000 pounds of dry whole milk, or a total of 325 million pounds. 

In 1950, the consumption of these products amounted to only 152 
million pounds by these countries or approximately 50 percent of 
their production. 

This means that about 50 percent of the production of these coun- 
tries is for export. It is obvious that these exports will tend toward 
the highest-dollar market, which is the United States. 

The question has been brought up as to how we can take this stand 
on imports, when we have our own export market. I would like to 
point out that over 90 percent of our commercial exports of dry whole 
milk have been to Central and South America, which are historically 
American markets. 

One nation alone, Venezuela, in 1952, bought 32,500,000 pounds 
out of a total export of 42,500,000 pounds. 

I would also like to point out that our exports have dropped 17 
million pounds during 1952, as a result of competition from foreign 
products. 

This means that we will probably have less dry whole milk produc- 
tion next year. On nonfat, our commercial exports increased in 1952 
but this was strictly because through the Commodity Credit Corpo- 
ration they introduced nonfat dry milk solids into certain countries 
such as Israeli, which later became commercial exporting outlets for 
us in 1952 

We doubt, however, that we are going to be able to hold these 
markets because of the differential in price. Therefore, the American 
Dry Milk Institute respectfully requests that this committee con- 
sider the necessity of enacting permanent legislation restricting the 
importation of any annual dry milk products if our domestic pro- 
duction is sufficient for domestic needs. 

In support of our contention, we make the following points: 

1. Importation of dry-milk products has the same effect on our 
total dairy supply as the importation of fluid whole milk and at this 
time such importations are unwarranted and aggravate our domestic 
economic problems. 

2. Importations of dry-milk products diverts a portion of our milk 
supply te the manufacture of products purchased by the Govern- 
ment under the support program thereby increasing the Govern- 
—, inventory and placing added burdens on the taxpayer. 

The elimination of imports of dry-milk products is not incom- 
patible with our commercial export trade. We are not competing 
with the major exporters of dry milk products except in areas deficient 
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in dairy products and in areas which have been historically American 
export markets. 

The CuarrmMan. Thank you, Mr. Remaley. 

Mr. Remauey. I want to thank you, sir, for permitting me to 
appear. 

The CHAIRMAN. Are there any questions? 

(No response.) 

The CHarRMAN. Mr. Remaley submitted several tables. These 
tables will be gone over by the staff, and those that are pertinent and 
important to the testimony will be included in the report. The reason 
the staff has to go over these is because there are likely to be dupli- 
cations among the tables submitted by the different witnesses. 


STATEMENT FILED BY RosertT J. REMALEY, Drrector or RESEARCH, 
AMERICAN Dry MILK INSTITUTE 


My name is Robert J. Remaley, director of research of the American Dry Milk 
Institute. 1 am appearing in behalf of the American Dry Milk Institute, which 
is a trade association of dry milk manufacturers, with headquarters at 221 North 
La Salle Street, Chicago 1, Ill. We represent 212 manufacturers of nonfat dry 
milk solids, dry whole milk and dry buttermilk solids. Our members are both 
dairy farmer cooperatives and proprietary companies 

It is our understanding that the phase of the hearir 
devoted to a study of the effects of importations of dairy products on the overall 
domestic dairy economy during periods of surpluses, such as we have today. 
Our testimony will be confined to the dry products of milk; dry whole milk, 
nonfat dry milk solids, dry buttermilk solids and dry cream. We propose to show 
by documented evidence that the importation of dry milk products must be 
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completely restricted so long as the Government is p asing and storing prod- 
ucts of milk under any program predicated upon tl pport of the price paid to 
the farmer for his milk. 

Dry products of milk are relatively new in tl 
but have made a phenominal growth from 37 million } 
1,131 million pounds in 1949. Production for 1952 
pounds. Before the food emergeney of World War II. 
were practically in balance. In 1942 dry milks became a war nece 
of their high concentration of nutrients which could be shipped overses 
significant savings of bulk and weight Dry milk products became s 
asides and the industry was urged by the Government to expat 
production facilities, and it did 

So, dry milks became tools of war Our domestic customers were cut from 
532 million pounds a year (1941) to 310 million pounds in 1944. When the 
war was over, we not only faced the problem of recapt - ol 
but developing new markets for approximately 400 millior 
annual production resulting from the expansion of 
war needs. The dry-milk industry met this challe1 
sales from 575 million pounds! in 1946, the first 
million pounds in 1952.2 

During 1952 the dry-milk industry sola commercially cluding commercial 
exports, sales to Territories and direct sales to the Armed Forces, more nonfat 
dry milk solids than we produced in 1951 Until early fall of 1952 it appeared 
that for the first time since the war, the nonfat dry-milk solids section of our iz 
dustrv had finally attained a balance between production and sales Our market 
were firm, our sales were increasing and production wa lv slightly above 
mal. By September 2, 1952, our net sales to the Governme! support purchases 
amounted to only 28,200,000 pounds. 
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MAJOR FACTORS RESPONSIB 


However, several factors which appeared in the spring became definite 
threats to the stability of our industry by eptel ihre of these factors 
are of importance to this committee and nent to the problem under investi- 
gation. 

U.S. Dept. of Agricultur 

appendixes C-1, C 
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(a) Increased production.—During the first 6 months of 1952, production of 
nonfat dry-milk solids was only slightly above average; * however, our commercial 
sales were more than 9 percent higher than 1951,‘ the highest sales year then on 
record. By September although our sales continued at a high level, more than 
13 percent higher than 1951, our production was still further increased. The 
December 1952 production was the highest on record for December. 

The nonfat dry milk solids industry cannot control its production. The 
milk which we process is surplus milk from the other segments of the dairy 
industry. When the total fluid milk production is high or the production of 
other dairy commodities using nonfat solids is low, our production increases. 
When separated milk reaches the drying plant it must either be dried for human 
food, or disposed of in animal feed. Consequently, our industry’s production 
reached an all-time high for December of 1952 and has continued at record 
production rates during the first 3 months of 1953. This has been partially 
responsible for the heavy sales of nonfat dry milk solids to the Government 
for support purposes. 

(b) Loss of production and exports of dry whole milk.—During 1952 dry whole 
milk production dropped 32,500,000 pounds from that of 1951. Dry whole 
milk unlike nonfat dry milk solids is generally produced only as required to 
satisfy sales. Consequently this commodity alone of the major dry milk products 
reflects loss of sales and markets by reduced production. 

\ portion of this loss can be accounted for by the loss of 17 million’ pounds 
in our export markets. The remaining 15 million pound loss must be attributed 
to the imports of foreign produced dry whole milk. The 32,500,000 pounds of 
dry whole milk which we did not produce in 1952 is equivalent to 253 million 
pounds of whole milk of 3.47 percent butterfat which was probably diverted 
into the manufacture of butter and nonfat dry milk solids, accounting for ad- 
ditional production of more than 10,700,000 pounds of butter and approximately 
23 million pounds of nonfat dry milk solids. 

Commercial exports and shipments to territories of nonfat dry milk solids 
showed an increase of approximately 10 million pounds during 1952 over 1951. ® 
Subtracting this 10 million pounds from the 23 million pounds increase in produc- 
tion of nonfat dry milk solids due to the decrease in production of dry whole 
milk, we have a net increase of 13 million pounds which is probably attributable 
to our losses of dry whole milk export and domestic markets. 

(c) Increased imports —During 1952, a total of 37 million 7 of dry whole milk 
and 12,500,000 * pounds of dry buttermilk solids were imported into the United 
States. During the first 6 months only 13 million pounds of dry whole milk and 
4,300,000 pounds of dry buttermilk solids were imported. The American Dry 
Milk Institute requested the Department of Agriculture for relief under section 
104 of the Defense Production Act on July 3, 1952, and again on September 15, 
1952. 

Although it is not possible to determine the analyses of these products, assuming 
that the dry whole milk contained an average of 27 percent butterfat and the dry 
buttermilk solids 6 percent butterfat, then a total of 10,740,000 pounds of butterfat 
and 37,150,000 pounds of nonfat solids, which is equivalent to approximately 
13 million pounds of butter and 38,300,000 pounds of nonfat dry milk solids were 
imported into the United States and added to the surpluses of dairy products: 

The net result of our overall export-import operations in 1952 can thus accourtt 
for the following: 

(a) Loss of production of 32,500,000 pounds of dry whole milk, 

(b) Increased domestic supplies of nonfat milk solids of 49,700,000 pounds 
equivalent to approximately 51 million pounds of nonfat dry milk solids and; 

(c) Increased domestic supplies of butterfat of 19,500,000 pounds, equivalent 
to approximately 24 million pounds of butter. 


3 See appendix C-IV. 

4 See appendix C-V. 

’ See appendixes B-I, B-II, B-III and B-VII. 
* See appendix C-III . 

? See appendixes A-I and A-V. 

See appendixes A-II and A-VI. 

See appendixes A-I and A-II. 
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EFFECTS OF IMPORTATION OF DRY MILK PRODUCTS ON TOTAL DAIRY SUPPLY 


Under the support program, the Government is currently buying nonfat dry 
milk solids at 16 cents per pound for spray process, 14 cents per pound for roller 
process and butter, Grade A at 6534 cents per pound delivered Chicago, to support 
the price paid to the farmer for manufacturing milk at $3.74 per hundred pounds 
containing 3.95 percent butterfat It is estimated that Government stocks o1 
hand April 17, 1953, amounted to 187 million pounds of nonfat dry milk solids 
Dry whole milk and dry buttermilk solids which represent approximately 1! 
percent of the total production of all dry milk products are not purchased by the 
Government for support purposes. 

Stocks of nonfat dry milk solids and other dairy products which the Government 
now owns has been the cause of much adverse publicity Based on February 28 
1953, inventory and loan value figures, which are the latest now available, and 
the stocks of dairy products owned by the Government on April 24, 1953, the 





relative value of all dairy products owned on that date represents somewhat less 

than 6 percent ol the total value of inventories and commodity loans This 

figure is approximate, but should be accurate within plus or minus 1 percent It 
I | 





seems to us that too much attention has been drawn t 
of inventory which the Government holds of dairy products 
During the period 1950 through 1952, imports of dry whole milk increased from 


24,500 pounds to 37 mill on pounds, dry b itLermilkK SOlIdS hay e 1mcre ased irom 
539,000 pounds to 12,500,000 pounds," and nonfat dry milk solids have decreased 
from 2,500,000 pounds to 570,000 pounds 12 During this peri . the Secretary o 





Agriculture, under authority of section 104, Defense Production Act, prohibited 
commercial imports of nonfat dry milk solids on August 9, 1951; restricted imports 
of malted milk compounds and substitutes for milk or cream on July 3, 1952 
on December 30, 1952, established quotas for imports of dry whole milk, dry 
buttermilk solids and drv cream The quotas estal hed for the period ending 
March 31, 1953, were 6,500,000 pounds of dry whole milk, 2,150,000 pounds of 
dry buttermilk solids and 35,000 pounds of dry cream kiffective April 1, 1953, 
imports of dry whole milk, dry buttermilk solids and dry cream were completely 
restricted by Secretary Benson in his announcement of March 25. It is our 
opinion that for the best interests of our total dairy economy, these restrictions 
should have been applied as early as April 1, 1952 

Dry milk products can be used in dairy, confectionery and 
source of milk solids As long as these products are dried 
produced milk, their use does not affect the overall supply and consumption of 
milk solids. However, if imported dry milk solids are used in the manufacture 
ef American foods, they will displace milk solids produced on United States farms 

Importations of dry milk products has the same effect on the overall dairy 
supply as the importation of fluid whole or separated milk. The 37 million pounds 
of dry whole milk imported in 1952 is equivalent to 288 million pounds of milk 
testing 3.47 percent butterfat from which could have been made approximately 

2,200,000 pounds of butter and 26,700,000 pounds of nonfat dry milk solids 
Similarly the 12,500,000 pounds of dry buttermilk solids imported, represents 
approximately 900,000 pounds of butter and 11,500,000 pounds of nonfat dry 
milk solids. 

Quotations for imported 28.5 percent butterfat dry whole milk and 12 percent 
butterfat dry buttermilk solids have been obtained for June and August 1952 
and February 1953," and compared with the average bulk price of the nearest 
comparable domestic product for May and July 1952 and January 1953.4 We 
have translated these prices into terms of gross return to the manufacturer per 
100 pounds of manufacturing milk having a fat content of 3.90, and a nonfat 
solids content of 8.953 percent (February 1953 average). A point of reference 
was obtained by calculating a similar value for milk based on the support purchase 
program for butter and nonfat dry milk solids. 


bakery produets 





from domestically 


1° See appendix A-V 

1! See appendix A-VI. 

2 See appendix A-VII 

13 See appendix F-2. 

4 See appendix F-2, Averages obtained from U.S. Department of Agriculture, Evaporated, Condensed, 


and Dry Milk Reports 
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TABLE | Comparison of gross return to manufacturers for dry whole milk and dry 
buttermilk solids when sold at var jing prices in terms of 100 pounds of manufactur- 
ing milk of Feb. 15, 1953, ave rage composition 


Gross re- 
turn per 








Origir Product Price ; Date 
100 pounds 
milk 
a Butter, nonfat dry milk solids, and | Support (1952 $4. 62 
iry bu lk solids 
dD ) Support (current 4.48 
D Dry whole milk, 28.5 percent 40.46 cent 5.44 | May 1952 
Importé i 29 ts 3 63 | June 1952 
39.30 cents 5. 29 July 1952 
Ir t i 33.25 cent 4.48 Augu 1952 
Dor t do 37.79 cent 4.97 | January 1953 
Ir 38 4.71 | February 1953 
Dry buttermilk solid 
D 4.5 percent 14.87 cents 3. 84 952 
Ir 12 percent 15.50 « 3.10 152 
D 4.5 percent 17 4. 50 952 
Import 12 percent 15.50 cents 3.10 t 1952 
D t 4.5 percent 14.45 cent 3. 72 1953 
Imports 12 percent 16.50 cent 3. 30 ry 1953 
G ileu lont it bi fatands vercent nonfat l ilk rt ti 
of t t 0 fat maint ill i ymstant ind was tablishe 1 ut tne exist ng r t f 
5 wh vas calculated from published pr butterfat and manufacturing milk for Feb. 1 453, in 
agricultural Ba calculations appear as appendix F-I 


We find from these calculations (see table I) that 100 pounds of manufacturing 
milk will return to the manufacturer $4.62 if he had made butter and nonfat 
dry milk solids and sold it all to the Government under the 1952 support program. 
Under the current program his return would be $4.48. 

In May of 1952 domestic dry whole milk was selling at an average price of 


pproximately 40! cents per pound, which represented a return per 100 pounds 
of manufacturing milk of $5.44. Imported dry whole milk was selling at 29 
cents per pound which represented $3.63 return per 100 pounds of milk In 
January of 1953 domestic dry whole milk averaged approximately 3734 cents per 


pound, and imported 35 cents per pound in returns of $4.97 and $4.71, respectively. 
ing the period May 1952 to February 1953, the American manufacturer 


is forced by competition from imported dry whole milk to drop his price almost 
34 cents per pound, or a reduction of almost 50 cents per 100 pounds of milk 
processed into dry whole milk. Meanwhile, the imported product has consistently 
iaintained prices well below the domestic market, and until recently, below the 
1um returns possible under the existing support purchase program 

| competition resulting from imports of dry buttermilk solids is even more 
severe Our domestic dry buttermilk solids is sold on a guaranty of 4.5 percent 
butterfat Che imported product varies from 8 to 20 percent butterfat. Com- 


JATISOT of the returns per 100 poun is of manufacturing milk based on a 12 
recent butterfat dry buttermilk solids shows $3.10 in May 1952 and $3.30 in 

1 3. Considering the fact that the 1952 support purchase price return 
was $4.63 per 100 pounds of milk, it is obvious that it was to the advantage of 
ejther the dairymen or the user of dairy products to use as much of these imported 
products as | ossible and sell our own production from our own milk to the Govern- 





} 


ment under the support program. Reductions of the value of 100 pounds of 
milk from $4.63 in 1952 to $4.48 in 1953 does not materially change this picture. 






Further substantiation of the effect of imports on our dry whole milk production 
is shown by the fact that overall production of dry whole milk declined 32,500,000 
! fro last year This decrease meant that over 250 million pounds of 
fluid wi milk was diverted to other dairy products, probably resulting in the 
additional production of over 10,700,000 pounds of butter and 23 million pour 
of nonfat dry milk solids 

We therefore submit that the importation of dry milk products has the same 
effi is the imporation of fluid milk from which these products are made. We 
fur I ) at t importation of dry milk products during periods of 
iff yversupp f d y products resul i 1) depression of domestic 
mar k¢ ive! yn of luid milk Ippl oO du pure! ed b the 
Governn Yr support purposes dis ges the manufacturer and the 
} v f ner. and ly ust ulti utelv cur lucti 
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EFFECT OF IMPORTATION OF DRY MILK PRODUCTS ON THE SUPPORT PROGRAM 


It has been stated that during 1952, 37 million pounds of dry whole milk and 
12,500,000 pounds of dry buttermilk solids were importe It was further shown 
that these amounts are equivalent to approximately 13 million pounds of 


and 38 million pounds of nonfat dry milk solids. It must not be forgotten that 





butter and nonfat dry milk solids were purchased by the Commodity Credit 
Corporation in carrying out the support program. When the 37 million pounds 
of dry whole milk and the 12,500,000 po is of dry butter k solids were i 





ported, it was the same as permitting the importation of 13 million pounds of 
butter and 38 million pounds of nonfat dry milk solids which are now embargoed. 
Since these importations were added to a domestic 
sufficient, the net result was that the Government bought 
butter and 38 million pounds of nonfat dry milk solid 
purchased had dry whole milk and dry buttermilk solids I ri 

We can only conclude that the importation of dry milk products during period 
of sufficient or oversupply of dairy products results in (a) a diversion of 
milk supply to products purchased by the Government for suppor 
(6) places unwarranted burdens upon the taxpayer. 








IMPORTS VERSUS EXPORTS 


Such countries as Sweden, Denmark, Netherlands, and New Zealand have 
challenged us to defend our position on imports when we enjoy such large export 
markets. In 1950 we exported 62,550,000 pounds of dry whole milk; in 1951, 
69,130,000 pounds and in 1952, 42,536,000 pounds.'® These data further show 
that over 90 percent of our exports have been to Central and South America, 
Japan, and the Philippines. In the maintenance of these markets, we are in an 
extremely vulnerable position as we may not be able to compete against forcign 
prices in these areas. 

The magnitude of our export markets for nonfat dry milk solids has been 
grossly exaggerated. For the years 1950-52, inclusive, the statistics show that we 
exported 395,100,000 pounds of nonfat dry milk solids, '* but the commercial 
exports amounted to only 105.700,.000 poun is 17 of which 56,800,000 pounds 
were exported to the West Indies and Central and South American countries 
and 20 million pounds to Japan where much of this amount is used for relique- 
fication for American troops. It is to be noted that the gres 
mercial export markets is confined to the traditional United States export markets 
of South America, the Philippines, and Japan. 

Our position regarding imports is not incompatible with our commercial export 








t bulk of our com- 





trade. We are not competing with the major orters of dry milk products 
except in areas which are continually short of da products and in areas which 


have been historically our export markets 


Potentials of American export markets 

It was requested that we give consideration to the potentials of our export 
markets; to the possibility of expanding these markets and developing additional 
export markets for nonfat dry milk solids and dry whole milks As has been 
pointed out, our major markets are South America and Central America for dry 
whole milk, and Central America, Japan, and Israeli for nonfat dry milk solids. 








a) Dry whole milk.—Our largest single market for dr hole milk, Venezuela, 
has reduced its purchases from us to a little more than 32,500,000 in 1952 
43 million pounds in 1950.18 During this same period, Canada increased her 
sales in Venezuela from 2,100,000 to 7,800,000 pounds.!® Our loss of sales to 
Canada undoubtedly was largely due to differences in price Factors other than 
price, however, must be considered to understand the overall reduction of imports 
in this market Venezuela has a small but growing dairy industry of her ow: 
Although not capable today of supplying suffic for her needs, Venezuela 





is interested in encouraging the development of her own dairy industry This 
may be the reason for her consideration of changing her local production tie-in for 
duty-free dry milk from 10 units to 5 units of duty-free dry milk products for each 
1 unit of locally produced dry milk produce purchase { by the 
a tie-in is made, dry milk products ubject to a duty of 0.5 bolivar per gross 


kilogram or approximately 7 cents per pound. 


porter. Unless 








18 See appendixes B-I, B-II, B-III, and B-VII 

16 appendixes B-IV, B-V, B-VI, and B-VIII 
17 See appendix C-III 

18 § appendix B-VII. 

1 See appendix G-III. 
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In Salvador, Honduras, Costa Rica, Ecuador, and Bolivia our exports have 
either increased or remained reasonably uniform over the past 3 years. In all 
other countries of Central and South America and the West Indies they have 
declined. The overall drop in exports into these areas from 1950 is in excess of 
15 million pounds.” Meanwhile Canada, Australia, and New Zealand have 
shown increases of over 6,400,000 pounds in the same areas. Sweden does not 


report any shipments into these areas. Detailed data regarding the Netherlands 
and Denmark are not available.?! 
Europe is no longer a market for imports of dry whole milk. Instead, she 


has become an exporter. Individually, certain European countries still are 
importing dry whole milk, but these requirements are being supplied by European 
nations, while in the case of England from the Commonwealth nations Asia 
and Africa have both decreased their imports of dry whole milk from the United 
States markedly from 1950. The largest drops in stable markets were in the 
Philippine Islands and the Belgian Congo. Export data from foreign exporting 
countries do not indicate that these markets have been lost to other production 


b) Nonfat dry milk solids —The export picture of nonfat dry milk solids is 
complicated by the large amount of foreign sales through the Commodity Credit 
Corporatior It is not entirely possible to separate the commercial exports from 
CCC sales. The total commercial exports are fairly weil established; however, 


the exports to individual areas and countries cannot positively be separated but 
reasonably close approximations can be made 

During 1952 Mexico, Israeli, and Japan were our three major commercial 
export markets. Each of these markets showed increased purchases of our com- 
mercial exports during the period 1950-52; but in the case of Japan the total 
imports in 1952 were materially lower than 1950 due to heavy importation of 
CCC inventory during 1950. On the other hand Israeli imports have increased 
overall from 1950-52, and appears to be an established commercial export 
market 

The Commodity Credit Corporation programs through UNICEF and direct 
sales to foreign governments have served to introduce nonfat dry milk solids in a 
number of areas. This has resulted in development of substantial commercial 
markets such as Greece, Israeli, India, and Japan. Certainly a part of the overall 
increase of commercial exports from 1950-52 must be credited to the CCC pro- 
gram 

e) Potential competition for our export markets.—In considering the potential 
competition from foreign production in our existing export markets, the produc- 
tion statistics of the major exporting nations are of importance. In 1951, the 
only year that we have complete information, Denmark, Netherlands, Sweden, 
Canada, Australia, and New Zealand produced approximately 179,500,000 pounds 
of dry whole milk and 145,500,000 #3 pounds of nonfat dry milk solids, or a total 
of 325 million pounds of dry milk products. Consumption of dry milk products 
for these same countries (except for New Zealand, as data is not available) during 
1949 amounted to only 152 million * or less than half the 1951 production 

Thus, based on the statistics available, it can be seen that the major exporting 
foreign nations are producing about 50 percent of their production for export 
Under these conditions, we can expect competition for our export as well as our 
jomestic markets. So long as there are major price differentials between United 
States and foreign production, we cannot hope to maintain our old export markets 
or develop new 


RELATIVE IMPORTANCE OF TOTAL VOLUME OF IMPORTS OF DRY MILK PRODUCTS 


The total amount of dry milk products imported is insignificant in comparison 
with the total amount of dry milk products produced. In 1952, the year of our 
largest imports, the 37 million pounds of dry whole milk and the 12,500,000 
pounds of dry buttermilk solids amounted to only 4.95 percent of the total pro- 
duction of all dry products of milk; 0.11 percent of the total amount of milk solids 
nonfat and 0.54 percent of the amount of butterfat used in manufactured dairy 
products during 1951.25 But when we look at the other side of the picture we 
note that 37 million pounds of dry whole milk is almost 44 percent of the total 


production of dry whole milk and the 12,500,000 pounds of dry buttermilk solids 


See appendix B-VII 

See appendix G-III 

? See appendix B-VIII 
73 See appendices G-1 and G-11 
4% See appendix G-IV 


2% See appendix D-I 


é 
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represents almost 25 percent of the total dry buttermilk solids production. From 
the standpoint of the manufacturer and the producer who are dependent upon 
the best possible markets for these products, these imports are of serious concern 
As shown in table II, the total value of the imported dry milk products are 
insignificant when compared to the total export-import trade between the United 
States and the major importing countries 
TABLE II. Total value of all imports of dry milk products, 1950-52. from 
the major importing count 


Percent ta 
Countr I Va exports 

I ted States 
Sweden ), 358, 2¢ $2, 67 7 
Canada 862. 77 MR 490 
Denmark O82 874, 242 2. 40 
Netherlands 6. 022 1. 544. G74 
New Zealand ( ty) 2, 813, 729 SU) 
Australia 2 105. 268 429 548 ‘ 

ed m tt ippendixes 

Comparing these dollar values with the total import-export business which these 


nations do with the United States 2° the amount of dollars which they obtain from 
these imports is sinsignificant to the whole 

The total poundage and total dollar values are quite small in relation to the same 
totals for the international trade of an individual country or to the same totals 
for the world international trade. In fact they are so small that we have difficulty 
in understanding how they could possibly be a threat to the national economy of 
any nation or how they could be reasonably used by any country to precipitate 
problems in forieign relations. We are aware that they have been so used. It 
is admitted that the import restrictions on the dry products of milk may work 
a hardship on the individual dairymen in a foreign country, but we hasten to 
point out that if these products are permitted to come in, they work a hardship 
on our dairymen and more dairy products will have to be bought under the 
support program at the expense of the taxpayer in the United States We do 
not believe that it is an oversimplification of the problem to state that the question 
to be resolved is ‘‘which dairvmen are we going to hurt: our own or those in a 
foreign country?” 

Those countries which are now exporting dry milk products to the United 
States, and some of these have protested against the restrictions imposed by the 
United States, have never had a historical market for these products in this 
country. If complete import restrictions are placed upon all dry products of milk, 
this country cannot be accused of depriving them of an established market 
Admittedly, if complete import restrictions of these dry milk products are imposed 
they will be deprived of the development of a new market in the United States 
We have no objections to this country being a new and expanding market for 
products from foreign lands when needed and wanted We submit that in the 
case of the dry products of milk we do not need those of foreign origin as we now 
are producing enough to satisfy our own domestic economy 


CONCLUSION 


The American Dry Milk Institute respectfully submits that so long as the 
Government is purchasing nonfat dry milk solids under the support program and 
so long as the Government has inventories of nonfat dry milk solids that these 
are evidences that there is an adequate production and a sufficient supply of 
dry milk products to meet the needs of our domestic requirements. We further 
submit that the importation of any dry milk product during periods of national 
sufficiency cause undue hardship upon the dry milk industry, the farmer-producer, 
and an unwarranted burden on the taxpayer. 

Therefore, the American Dry Milk Institute respectfully requests this subcom- 
mittee to consider the necessity of enacting permanent legislation restricting the 
importation of any and all dry milk products when our domestic production is 
sufficient for domestic needs 


% See appendixes EI and EII 
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In support of our contention we have made the following points which are sub- 
stantiated by the data presented: 

1. Importations of dry milk products has the same effect on our total dairy 
supply as the importation of fluid whole milk and at this time such importations 
are unwarranted and aggravate our domestic economic problems. 

2. Importations of dry milk products diverts a portion of our milk supply to 
the manufacture of products purchased by the Government under the support 
program thereby increasing the Government’s inventory and placing added 
burdens on the taxpayer 

3. The elimination of imports of dry milk products is not incompatible with 
our commercial export trade. We are not competing with the major exporters of 
dry milk products except in areas defficient in dairy products and in areas which 
have been historically American export markets. 

1. The total value of imported dry milk products is insignificant to the total 
export-import trade between the United States and the major importing countries 
Control of such imports may hurt a small segment of the population of the 
countries of origin. No controls will hurt the United States dairyman. 


(The following appendixes are on file with the committee:) 


Appendix A-I. Imports, Dry Whole Milk, 1952 

Appendix A-II. Imports, Dry Buttermilk Solids, 1952 

Appendix A-III. Imports, Dry Whole Milk and Dry Buttermilk Solids, 1950 and 
1951 

Appendix A-IV. Imports, Dry Cream and Nonfat Dry Milk Solids, 1950, 1951, 
10 Months 1952 

Appendix A—V. Imports of Dry Whole Milk by Countries of Origin, 1950—52 

Appendix A-VI. Imports of Dry Buttermilk Solids by Countries of Origin, 1950-52 

Appendix A—VII. Imports of Nonfat Dry Milk Solids and Dried Skimmed Milk 
by Countries of Origin, 1950—52 

Appendix A-VIII. Imports of Dried Cream by Countries of Origin, 1950-52 

Appendix B—I. Exports, Dry Whole Milk and Cream, 1952 

Appendix B-II. Export, Dry Whole Milk, 1951 

Appendix B-III. Export, Dry Whole Milk, 1950 

Appendix B—-IV. Exports, Nonfat Dry Milk Solids, 1952 

Appendix B-V. Exports, Nonfat Dry Milk Solids, 1951 

Appendix B-VI. Exports, Nonfat Dry Milk Solids, 1950 

Appendix B-VII. Dry Whole Milk Exports, 1950-52, by Countries and Areas 

Appendix B-VIII. Exports of Nonfat Dry Milk Solids, 1950-52, by Countries 
and Areas 

Appendix I. Supply and Distribution of Dry Whole Milk, 1950-52 

Appendix C-II. Supply and Distribution of Dry Buttermilk Solids (Including 
Animal Feed), 1950—52 

Appendix C-III. Supply and Distribution of Nonfat Dry Milk Solids, 1950-52 

Appendix C-IV. Comparison of 1952 Monthly Production with Average Monthly 
Production 

Appendix C-V. Comparison of Commercial Sales by Months 

Appendix D~—I. Calculation of amount of potential amount of separated milk and 
nonfat solids on farms, based on 1951 production 

Appendix E-I. Value of total imports to United States from Canada, Netherlands, 
Sweden, Denmark, New Zealand and Australia 1949-1951 

Appendix F-—II. Value of total exports from United States to Canada, Nether- 
lands, Sweden, Denmark, New Zealand and Australia 1949-1951 

Appendix F—I. Calculations 

Appendix F-II. Comparison of quoted prices of imported dry whole milk and dry 
buttermilk solids f. 0. b. port of entry, duty paid, with prices of comparable 
domestic products 

Appendix G—I. Production dry whole milk selected foreign countries 

Appendix G-II. Production nonfat dry milk solids selected foreign countries 

Appendix G—III. Exports of dry whole milk of selected countries of origin to areas 
of destination 1948-1952 

Appendix G-IV. Dried milk: Production, net trade and consumption, principal 
countries, prewar average, 1949 and 1950, preliminary 

Appendix G—V. Average hourly wage rates of selected countries 


The CHarRMAN. The next witness is Martin A. Fromer, executive 
secretary of the Cheese Importers Association of America, Inc. 
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STATEMENT OF MARTIN A. FROMER, EXECUTIVE SECRETARY, 
CHEESE IMPORTERS ASSOCIATION OF AMERICA, INC., NEW 
YORK, N. Y. 


Mr. Fromer. My name is Martin A. Fromer. I am executive 
secretary and counsel to the Cheese Importers Association of America, 
which is a nationwide organization of cheese importers, whose member- 
ship includes the importers of a major portion of the cheese imported 
into the United States. 

Our offices are located at 51 Chambers Street, New York City. 
I will try to summarize my statement and direct my statement more 
particularly to some of the statements made by others, rather than to 
repeat in detail our prepared statement which I request be made 
part of the record. 

The CHarrMAN. We will make that a part of the record. 


STATEMENT FILED BY MartTIN A. FROMER, EXECUTIVE SECRETARY, CHEESE 
IMPORTERS ASSOCIATION OF AMERICA, IN« 


The Cheese Importers Association of America, Inc., is a nationwide organiza- 
tion of cheese importers, comprising in its membership importers of a major 
portion of the cheese imported into the United States Its offices are located at 
51 Chambers Street, New York City. This association is opposed to any change 


in the existing provisions of section 22 of the Agricultural Adjustment Act. 

We have previously presented testimony to the Senate Banking and Currency 
Committee opposing the continuation of the provisions of section 104 of the 
Defense Production Act, under which imports of cheese are now being restricted 
We have also testified before the House Agriculture Subcommittee on Dairy 


Products in the same connection. We now offer this committee some of the 
salient facts with regard to imports of cheese and the effect of said imports on the 


domestic market and production. 

At the outset, we submit tables of statistics, attached hereto, setting forth 
the amount of cheese imported into the United States by type and variety from 
1938 to date, as well as statistics with regard to types and varieties manufactured 
in the United States from 1931 to date; a table of the relationship of imports to 
domestic production from 1931 to date; and graphs which visually demonstrate 
the content of the said statistics. 

Domestic cheese production has increased from 491,963,000 pounds produced 
in 1931, to 1,191 million pounds produced in 1952. In the same period, per capita 
consumption has increased from 4.4 pounds to 7.7 pounds. Imports, on the other 
hand, have decreased from 61,991,000 pounds in 1931 to 49,062,000 pounds in 1952. 
Cheese importation of foreign types is historical in the United States and is not @ 
new industry entering the American market to damage and destroy Americar 
production. On the contrary, the United States production of foreign types of 
cheese derives from a market created and established by imports, and copied to 
some extent by domestic producers. It is worthy of note that domestic production 
of foreign types of cheese has been steadily increasing and that increased production 
and consumption of cheese generally reflects itself in increased production of 
foreign types of cheese. Production of Italian types of cheese in America has 
grown from 3,493,000 pounds in 1931 to 63,390,000 pounds in 1952 Swiss cheese 
production has increased in the same period from 28,234,000 pounds to 104,535,000 
pounds. Blue cheese, which was not produced in the United States at all in 1931, 
was developed and introduced from abroad and in 1952 accounted for a produc- 
tion of 11,215,000 pounds of cheese. Cheese imports of foreign types have been 
a stimulus to domestic production. The domestic cheese industry is @ colossus 
compared to the trickle of imports from abroad. The situation may be likened to 
the fly on the elephant’s back and the inquiry of whether the fly was injuring the 
elephant. On the contrary, the giant is being protected against the pygmy 
Even in 1950, when cheese imports reached the highest level since prior to World 
War II, the total of imports did not reach the amount imported before the war 
In the same period, however, domestic production increased from 708,500,000 
pounds in 1939 to over 1,191 million pounds in 1952. Also, in the same period, 
per capita cheese consumption increased from about 5.7 pounds per capita in 
1938, to 7.5 pounds per capita in 1950, and 7.7 pounds per capita in 1952. 
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The price of cheese in the United States is not seriously influenced or affected 
by cheese imports, but rather by an abundant milk supply, reduced butter con- 
sumption and large cheese production. Prices of imported foreign types of 
cheese are substantially higher than domestic cheese. Imported Swiss cheese, 
for example, sells for about 40 cents per pound higher than domestic Swiss cheese 
Domestic Swiss cheese production has been doubled in the last 10 years. In the 
period from 1948 to 1952 alone, domestic production of Swiss cheese has increased 
from 70,665,000 pounds to 104,535,000 pounds per year, an increase at the rate 
of almost 10,000,000 pounds per year, and a new all-time high for the fourth 
successive year. The total 1952 import of this variety amounts to 7,561,000 
pounds and is smaller than the annual rate of increase in domestic production, 
and smaller than 195] imports of the same type of cheese 

Prices at which imported Blue cheese sells to consumers are from 14 cents to 
21 cents per pound more than domestic Blue cheese. A recent survey at such 
stores as A & P, American Stores and Food Fair Stores, indicate a price for do 
mestic cheese of from 68 cents to 73 cents per pound and for imported cheese of 
87 cents to 89 cents per pound. Domestic production has increased to 11,215,000 
pounds in 1952, an increase of almost. 6,000,000 pounds over the previous year’s 
production while imports were cut about 2,000,000 pounds by import restrictions 

With regard to Italian types of cheese, imported Italian cheese is substantially 
higher in price than the domestic product Italian Provolone and Reggiano 
cheese sell from 30 cents to 50 cents per pa higher than the domestic product 
Domestic production of Italian types of cheese is higher than it ever has been, 
with the exception of the vear 1946 

It is well recognized that the imposition of import restrictions seriously jeopar 
dizes our own agricultural exports, including such products as cotton, tobacco, 
fruit and even dairy products. The chief countries from which we import foreign 
cheese are among our best customers for agricultural products Che record of 
our agricultural trade with these countries during 1951 was as follows 


United States agricultural trade, 1951 


{In millions of dollars] 


Ex ts Import 

Denmark 20.4 10.4 
France 48. 0 27 

Italy 212.8 47.1 
Netherland 157.5 40.4 
Norway 2.1 f 
Switzerland 64.3 7.8 
United Kingdom 501. 0 17.1 


Source: U. S. Department of Agriculture, Office of Foreign Agricultural Relations 


The problem of the decrease in our agricultural exports and the necessity for 


these exports becomes more acut each day Depriving our foreign customers 
of currency with which to purchase our exports, by denying them a market 
here for their products, only serves to accentuate our own problem This is 


especially so in the case of cheese inasmuch as the volume of our imports of 
cheese are less than the established market here requires, as demonstrated by the 
fact that the present level of imports is lower than imports prior to the war al- 
though cheese consumption has almost doubled. Furthermore, the price of im- 
ported foreign types of cheese is higher than the support price for cheese and than 
the level of prices of domestically produced cheese. 

We submit that the action of placing restrictions upon imports of cheese which 
are priced at or above support prices and at or above the prices of domestic cheese 
places the imagined good of the dairy industry ahead of the good of the nation 
as testified by various important producer organization and extensive studies of 
the Nation’s economic needs, 

The statement has been made by those seeking to restrict the importation of 
dairy products that the present price-support program is drawing heavy imports. 
This is certainly no the case with cheese as the facts indicate that neither the 
volume of imports, which is lower than the prewar level, nor the price, which is 
higher than that of the domestic product, would justify such a conclusion. 

We realize that there is considerably more involved in the proposed amendment 
of section 22 than imports of cheese. We further realize that the situation with 
regard to other dairy products, excluding cheese, may be different from that in 
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connection with foreign types oft cheese Wes iggest herefore that in anv legis 
lation which may be enacted, the complaint of domestic producers against cer 
. ’ I 
types of variety of product, and the complaint that the present price-support 
program is attracting imports, can both be met t l 
should be imposed only when the price of the imported product is lower than the 
I , I I 


support-price of the domestic product 














The dairy problem which is being considered by this committee was 
created by cheese imports. We do not believe that there can be any serious 
disagreement on that point. It is recognized that the main contributing factors 
to the present situation is increased milk production, decreased butter consum] 
tion, and the growing use of substitutes If ther ver not a single pound f 
cheese imported, the problem would still be the same—in fact, even more serious. 
The fact is that the surplus problem we face has developed under an import 
restriction program, and, we are inclined to believe, from the overstimulation 
of domestic production under such a prograr In November and December 
1951, when we complained to the Secretar f Agriculture that there was a short 
age of foreign types of cheese and that import restrict s should be removed 
the answer we received was that the restrictions were required in order to stimulat 
milk production Now that milk overproduction has 1 lted, we are told that 
imports must be kept out, regardless of the price, in order ire the surplus 
situation. The two-edged sword nature of the three criteria in the Defens« 
Production Act is apparent from this actual experience 

We are opposed therefore to any attempt to amend section 22 in such a manner 
as will place the same criteria into the Agricultural Adjustment Act and compel 
the above action and resul such a ange W id al I mer t a cha W 
of the number 104 to number 22 

The present provisions of section 22 of the Agricultural Adjustment Act pro- 
vide for a factfinding investigation by the Tariff Com: ol We submi Lat 
the Tariff Commission is set up and equipped such a Manner a most effec 
tively conduct the required investigation and factfinding The United States 
Tariff Commission is a special, qualified, bipartisan box vhose duties and 
experience eminently qualifies it to do this job Che present procedure provided 
for under the act, and under the rules and regulations of the Tariff Commissio 
assure to all interested parties a democrat lerl\ proceeding with al ppe 
tunity to be heard 

We have, in fact, been given such an opportunity to appear before the Con 
sion and will present our facts, statistics, and argument, in the course of the 
current investigation We had no such opportunity to be heard with regard 
to the need or form of the present restrictions before they were imposed by th« 
Secretary of Agriculture The Secretary of Agriculture is not in a positi 
nor is he equipped in the same manner, to conduct a1 vestigation free of pres 
sure from either importers or domestic prod icers The ¢ ject hat the prese! 
procedure takes too much time, will, 1 am sure, be answered by the speedy 
manner in which the current investigation concerning imports under section 22 
is being conducted by the Tariff Commissior Furthermore, we have no ol 
jection to a time-limit provision, such, for example, as 60 days, within whic} 
the Commission must conduct is investigation and ake its report 

We are also opposed to any attempt to bypass the President of the United 
States as the one finally responsible for any restrictions which may be imposed 
The President is the only Government official elected by all of the people in the 
United States and responsible to all of the people for the welfare of the country 

oth the domestic and foreign policy of our country is his responsibility and no 
one is better qualified than he to balance the welfare of the entire country and 
determine the proper action 

We submit that any change in the existing provisions of section 22 is unnee 
essary and unwarranted and that the present provisions of the law create a1 


orderly machinery to prevent undue interference with price-support and other 
programs undertaken by the Department of Agriculture. The Senate Committee 
on Banking and Currency, in its Report No. 790 of the 82d Congress, Ist sessior 
to accompany 8. 2104 (to repeal sec. 104 of the Defense Production Act), analyzed 
the terms and provisions of section 22 of the Agricultural Adjustment Act and 
found that the said provisions are adequate to accomplish the purpose thereir 
stated. 

We further submit that any change in the present provisions of the act which 
may result in action similar to that taken with regard to cheese under section 104 
of the Defense Production Act loses sight of the fact that our agricultural and 
dairy exports exceed our imports and that we are jeopardizing our exports by such 
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action. Such amendment also fails to give proper recognition to the dependence 
of Ameritan agriculture on foreign markets for the disposal of important crops, the 
sale of which depends largely on dollar credits created by imports. 

Finally, we urge that section 22 of the Agricultural Adjustment Act be con- 
tinued in its present form, and that, as so constituted, it is a proper and effective 
instrument to prevent undue interference with price-support or other programs 
of the Department of Agriculture, and protect domestic production against serious 
or substantial injury. 

(The following tables and charts are on file with the committee: ) 
Table, United States cheese imports for consumption by variety, 1938-52 
Table, United States cheese imports for consumption by variety 
Table, Cheese—quantities manufactured in the United States, 1931 to date 
Tabl 


ratio of cheese imports to United States production and consumption 
Chart, cheese imports, domestic production and domestic consumption, 1931-52 
Chart, ratio of cheese imports to domestic cheese production, 1931-52 

The CuarrMan. We will be glad to have you direct your rernarks 
to statements made by others. This committee wants all sides of 
the picture. 

Mr. Fromer. We are opposed to any change in section 22, mainly 
because it has never been given a chance to work. It wasn’t utilized 
to any great extent under the prior administration although it was 
available. It is being utilized now by the new administration in a 
manner which we feel will prove its value, and that it does give 
adequate protection to the domestic industry, against the contin- 
gencies provided in the act. 

I would like to compare the statement of Mr. Reed, for example, 
to the effect that “we have had several years of experience with 
import controls under section 104 and the section has proved quite 
effective.” That appears on page 22 of his statement. 

| would like to compare that with the statement or Mr. Holman, 
on page 14 of his statement, to the effect that 


nilk equivalent basis, imports 


In spite of all the objections to section 104, on a 


11 
of dairy products in 1952 were the highest since 193 

I think implicit in that statement is the reason that section 104 is 
not effective and hasn’t worked properly. If we turn to table 4, 
attached to Mr. Holman’s statement, we find that under section 104, 
an established industry—the importation of cheese—one which is 
normal to this country, has been injured by reduction of imports, 
whereas an industry which never existed before—the importation of 
dry milk solids—has been created. 

You will note in the figures, in the 1920’s and 1930’s there were no 
imports of dried milk solids to speak of. In fact, in the 1940’s as 
well. It was only in 1951, after the import control program went into 

effect, and after you started to restrict the importation of cheese, that 
the importation of dried milk solids was created. 

Our association, in November and December 1951, appealed to the 
Secretary of Agriculture that he was cutting imports of cheese need- 
lessly, that foreign cheeses are a stimulus to our domestic production, 
and that instead of protecting the domestic industry he was injuring 
the domestic industry by permitting dried milk solids to come in in 
preference to the normal importation of cheese. 

We have stated before and state again that the importation of 
foreign types—I am not talking about cheddar cheese from any foreign 
source, I am talking about the foreign types of cheese such as blue 
cheese, Italian types of cheese, Switzerland cheese, and the like—— 
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The CHarRMAN. You were referring to your protest on the admin- 
istration of section 104 in 1951? 

Mr. Fromer. That is correct. 

The CHarRMAN. What about 1952? 

Mr. F ROMER. We have be n prot suing about it continuously. 

The CHarrMAN. Was there any improvement in 1952? 

Me. FromeR. There was some unprovement in 1952, yes after 
section 104 was extended with certain provisions which provided for 


some leeway. However, in spite of that, during all of 1952 imports of 
; . 1; | + yee i} 

dried milk solids kept increasing and it was the cheese industry that 

suffered by reason of it. The complaint now against section 22, and 


the request to strengthen these import restrictions and place the powe1 
in the Secretary of Agriculture rather than in the Tariff Commissio1 
stem largely from the fact that the Secretary of Agriculture didn’ 


act under section 104 to restrict the imports of dried milk powder. 
Given the same administration, what assurance would we have that in 
amending section 22 it would be acted upon in any more efficiet 
manner than section 104 was acted upon before? 

The CHAIRMAN. You understand t 
administration. 

Mr. Fromer. Yes, sir 

The CHarrMan. When the new administration came into power 
they found as a result of the previous administration not fixing any 
quotas on powdered milk that it became necessary, in order to com- 
ply with the intent of the law, to apply at least a temporary complete 





here 1as been a change in the 


embargo. 

Mr. Fromer. Our contention is that we haven’t given the new 
administration an opportunity to operate under section 22. Now the 
President has ordered an investigation and with due dispatch that 
investigation is being held. There will be a report before the end of 
this month and presumably some action 

We hope that that action will permit the importation of 
because we feel that imports of cheese do not interfere with domestic 
production and may restrict the importation of some other d: 
products which we have not previously imported. We haven't 
testified in that connection with reference to imports of dried milk 
solids but I can see where there might be some action in that direction, 
but not with reference to imports of cheese 

We have tried to show through statistics attached to our statement, 
and through a graph which we have attached to our statement and 
which I hold in my hand, that from 1931 to the present time domest 
production of cheese has increased from 492 million pounds to ove 
1,095 million pounds, while imports have actually decreased from 
62 million pounds to 49 million pounds—hardly a threat to the 
domestic industry. 

We also maintain that the importation of cheese is actually a 


} 
Cieese 


stimulus to domestic production. For example, a great deal has been 
said about blue cheese. I notice in Mr. Holman’s statement, and 


some other statements, that blue cheese was used as an example of 
an actual experience. 

What was the actual experience? Blue cheese was introduced from 
abroad in the 1930’s. We weren’t producing it at all. Importation 
records started to be kept from 1936—the middle of 1936. They 
would indicate an importation of about 3% million or 3,700,000 pounds 
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No record of domestic production. With the war that was replaced 
by domestic industry, which grew. When imports were resumed from 
Denmark, naturally the impact, the immediate impact of returning 
a market from its original source had an effect on domestic production. 

Consumers who had missed the Danish blue cheese no doubt bought 
it for a variety of reasons, including sentimental, but the ultimate effect 
was not to injure the — industry but to benefit it. The pro- 
duction and consumption of blue cheese last year was at an all-time 
high. Domestic production was 11,215,000 compared with 10,500,000 
pounds in 1947, when we didn’t import any blue cheese. 

The CHarrMAN. Wasn’t blue cheese sold under another name pre- 
vious to the war? 

Mr. Fromer. No; it was always blue cheese. The same experience 
has been the case with reference to Swiss cheese. When we had im- 
ports it seemed that domestic production grew as well. It stimulated 
the domestic production. The same with Italian types of cheese. 
In the past 20 years we have had an Italian cheese industry iw has 
grown from 3 million pounds to 63 million pounds. Swiss cheese had 
crown from about 25 million to over 104 million pounds. Imports 
have helped develop the taste of domestic consumers of cheese. Our 
per capita consumption has grown in the last 20 years from 4% pounds 
per capita to over 7.7. That is not the top by any means. 

I believe we could easily reach 10 and 12 pounds per capita, which 
is the level of consumption in many foreign countries. Considerable 
has been said about currency devaluation. That currency devalua- 
tion took cee in 1949. Any argument that in based upon import 
restrictions related to curre icy devaluation would apply equally as 
well to everything we import 


We may as well say we are not going to import a multitude of 

other things. Also currency devaluation has the effect in the foreign 

try of raising their costs of everything they buy from abroad. 

\fter a period of years I suspect that things pretty well even them- 
3 1 


[ would like to refer briefly to one of the statements—I think 
was by Mr. Gaumnitz, who states that in some foreign markets the 
price of dairy products is controlled. I might state that some of 
those controls were invoked only after import restrictions were imposed 
in the United States to assure that cheese coming from abroad does 
not come here ata price at or below the price of the domestic equiva- 
lent of the cheese 

wi th regard to the prices of cheese, the imported cheese, is sub- 


Stal iadly — ; than the domestic Imported swiss cheese sells 
about 40 cents a pound higher than domestic swiss. There is a wit- 
ness here = the Switzerland Cheese Association, who will testify 
‘further in detail with regard to that With regard to domestic 


production of swiss, production has increased about 10 million pounds 
per annum, which in itself is higher than the total amount of swiss 
cheese imported from abroad 

Prices at which blue cheese sells in the United States are 14 to 21 
cents per pound more for the imported than for the domestic. We 
made a recent survey at such stores as the A & P, American Stores, 
and Food Fair Stores. Our purchases indicate that the price of 
domestic cheese was anywhere from 68 to 73 cents a pound, whereas 
the imported was 87 to 89 cents a pound. 
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The CHarrMan. Have the United States regulations resulted in 
the conversion to the more expensive type of cheeses from other 
countries? 

Mr. Fromer. I do not believe so 

The CHarrMan. What about increased production of swiss cheeses 
in Holland and Denmark? 

Mr. Fromer. The bulk of our swiss cheese comes from Switzerland 
and it is a relatively small amount that comes fron: those other 
countries. I believe that they experienced difficulty in selling an 
imported cheese from a country other than Switzerland as against 
swiss cheese which is so very highly advertised. When you go to a 
store and want imported swiss cheese, vou don’t want to accept any 
other imported kind 

The CHarRMAN. You don’t want Dutch swiss cheese? 

Mr. Fromer. That is right. In fact, | have not heard of any 
Dutch cheese of the swiss variety being sent here 

With regard to the Italian types, the imported variety, the price is 
higher than domestic cheese. Italian Provolone and Reggiano cheese 
sells from 30 to 50 cents a pound higher than the domestic product, 
vet import controls have been retained on those products 

The statement has been made bv those seeking to restrict the 
importation of dairy products that the present price support program 
is drawing heavy imports. Certainly not heavy imports of cheese 
because our cheese imports in 1950, the year prior to import controls, 
was lower than the amount of our imports prior to the war 

The only thing that I can think that they may be referring to is 
perhaps imports in 1952 of dried milk solids which, as | have indicated 


to you, occurred only after the import controls went into effect. The 
dairy problem which we are considering was not created by cheese 
imports. We don’t believe there can be any serious disagreement 


on that pom 
It is well recognized that the contributing factors to the present 


situation are increased mulk production, decreased butter consumption 


and the growing use of substitutes If there weren’t a single pound 
of cheese imported in the United States, we would still have the 
problem In faet. it might be more serious in fact, the present 


surplus problem developed under an import control program 

We are opposed to any attempt to amend section 22 im such way 
and manner that will place the same criteria in 22 as was in section 
104 because those criteria result in a situation where you are damned 
if you do and you are damned if you don’t 

Under the first criteria, the provision is made that if domestic pro- 
duction is down, then you must impose import controls to protect our 


production and to stimulate it. Under the other criteria, having 
stimulated the production, you must impose controls because you may 
threaten the price-support program. That is exactly what happened 


to us with cheese, because in 1951 when production was down, and 
there was a great demand and an unfilled demand for cheese, and we 
asked the Department of Agriculture to permit us to import more 
cheese, the answer we received was that import controls were neces- 
sary to stimulate domestic production. During the past year, that 
stimulation was so great as to amount to overstimulation and cause 
the price-support program to be invoked, so that imports were kept 
out for that reason 
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We are opposed to any attempt to bypass the President of the United 
States as the one finally responsible for the restriction to be imposed. 
The President is the only governmental official elected by all the 
people of the United States and responsible to all the people for the 
welfare of the country. 

Both the domestic and foreign policy is his responsibility and no one 
is better qualified than he to balance the welfare of this country. We 
also feel that the Tariff Commission is in a better position to investi- 
gate and make findings with regard to imports. We feel that the 
Tariff Commission is a specially qualified, bipartisan body, whose 
duties and experience eminently qualify them to do the job. 

The present procedure provided under the act and under the regu- 
lations and rules assure an opportunity to be heard. We are now 
being heard by that Commission. We feel that under the terms and 
provisons of section 22, the act can be efficiently carried out with a 
minimum of pressure from either importers or domestic producers. 

Thank you. 

The CHatrMAN. Do you think there has been a greater adverse 
psychological effect in other countries through regulating imports of 
cheese under the authorization of section 104, than there would have 
been had the same regulations been imposed under section 22 or the 
escape clause of the trade agreement? 

Mr. Fromer. Yes. I think the imposition of the restrictions and 
the passing of section 104 itself—I don’t like the use of the term, it is 
rather strong, but I think it was a little high-handed. There was no 
notice to the industry, we had no opportunity to be heard when the 
section became part of the law as a rider to the Defense Production 
Act, and there was no provision for a hearing, a public hearing, a 
submission of evidence, a proper investigation as is provided for under 
the Tariff Act. 

I think that foreign governments can understand a hearing pro- 
cedure, they can understand a democratic procedure under which we 
are given an opportunity to present the facts, and where there is a 
finding based upon facts; rather than the adoption of a virtual em- 
bargo without such a democratic procedure. Certainly they never 
expected that sort of thing from the United States. 

The CuarrMan, Are there any further questions? 

(No response.) 

The CHarrMan. If not, we thank you Mr. Fromer. 

Mr. Fromer. Thank you, Mr. Chairman. 

The CHarrman. Mr. Gordon Sprague. 


STATEMENT OF GORDON W. SPRAGUE, WESTERN CONDENSING 
CO., APPLETON, WIS. 


Mr. Spracur. My home is at Appleton but we also have offices at 
San Francisco. 

Senator Aiken, I will strip my statement down to its essentials and 
you will see that it gets in the record. 

The CuatrmMan. The committee has hopes that you may see fit to do 
that. We do not want to deny anyone the time they require. Nor- 
mally we can have an afternoon session but we cannot today with the 
Senate meeting at noon. The schedule is pretty much restricted 
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Mr. SpraGvue. It is an awful temptation to start in here and give 
you gentlemen a lecture about agricultural depreasion This was 

eally first noted officially in the administration of Theodore Roosevelt 

A support-price program and the farm-price situation, the economics 
of it naturally led to surpluse s, as long as there was a surplus of agri- 
cultural land. That is rood sound economics and you understand it. 

The CHarrMANn. We will, as we have told the other witnesses, put 
your complete statement in the record 

(The document is as foilows: 





STATEMENT FILED BY GORDON W. Spracue, W RN CONDENSING ( 

My name if Gor W. Sprague. I work for the Western Condensing ¢ 
This company as offices at Sa Francisco and Applet Vis I ve at Applet 
We wish to thank you, Senator Aike and e ers of the ec ittee, for tl 
opportunity to present sor e facts about whey and ik Sugar We do it expr 
to add to your individual informatior We believe, however, that in view o 
inclusive character of the study you have in mind, the re rd will be more co 
plete if it includes reference to whey and LIK igar e Weste! Condensing 
Co. buys whey from cheesemakers Water representing about 93.5 percent of 
the whey is removed [he remaining drv solids are re ered as milk s ar and 
whey solids. Other manufacturers using their ow 
purchased from others are engaged in the same business 

This statement is presented to show that 

(1) Manufacturers of milk sugar and whey products make a large contribution 
to the dairy industry. 

2) The price for whey products reaches farmers through prices paid for 


milk and butterfat 
3) An ade pr » supply of milk sugar is essential to the health and welfare o 





the people of the United States, and the failure of that supply in time of emergency 
would be serious 

4) Imports of milk sugar since 1950 have been increasing at a rate which will 
harm or destroy the domestie milk sugar industry \ quota is necessary 

5) Import quotas on a few items such as those named in the current investiga- 
tion No. 6 by the Ur i States Tariff Commission under section 22 of thi 
Agricultural Adjustment Act, as amended, will fail to ace ht purposes o 
section 22 

(6) Quotas are necessary for all manufactured dairy products, at least nt 
foreign governments discontinue the use of pegged exchange rates and restrictions 
on free movement of capital to assist their own nationals in international business ~ 
competition. The failure to provide quotas can only result in drawing away ( 


more useful food products from foreign countries 
(7) Some changes are needed to clarify and operate under section 22 


We believe that a careful study would show production of milk or manufacture 








dairy products, per hour of direct labor applied, higher in the United Sattes tha 
in any other country. The present differences in price are due mainly to monop- 
olistic nationalism and currency exchange control The opening of our markets 
to imports of manufactured dairy products under such conditions would drive 
down the income of dairy farmers and farm laborers In the long run, sue 
action would reduce the number of milk cows in the United States. It wou 


thus reduce the domestic demand for corn and grains which are used in feedi 
milk cows. It would reduce the domestic demand for byproducts of the millir 


brewing, and distilling oe stries, which are used for feeding cows. The ne 
result, therefore, would be to increase the surplus of wheat, corn, and the other 
coarse feed grains. The general problem of agricultural surpluses would be 


increased. 

Supporting the dairy industry through import quotas on manufactured dairy 
products will eventus ally increase the demand for, and reduce the surplus of, corr 
the byproducts of wheat, and the coarse grains. In addition, if the dairy industry 
is organized saiaaiee to the green pastures program of the Depa 
Agriculture, milk will be produced more cheaply and acres will be shifted from 
the production of corn, wheat, cotton, and tobacco into the production of mill 
Milk more cheaply produced can be sold at a lower price, and consumption w 


increase. The use of quotas, therefore, reduces the total surplus problem in tl 
32618—53—pt. 46 
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United States, whereas the increased importation of manufactured dairy products 
will magnify the problem 


THE MAGNITUDE OF THE WHEY INDUSTRY 


Almost 4.5 billion pounds of liquid whey were used in processing in 1951, the 
vear for which production estimates of the United States Department of 
These estimates by the Department of Agriculture 


Such an estimate 


iast 
(Agriculture are available 
must be amplified to cover certain items of incompleteness. 
shown in appendix I 

The jiantity 1.5 billion po inds of liq lid whey, represents about 5.2 billior 


pounds of whole milk sold by farmers to cheese and casein makers. This is about 
10 per t of the total milk used for manufacturing dairy products of all kinds 
he United States At the level of production reported for the 1950 census 


represents the output of almost a million cows and about 160,000 farms The 
vhey manufactured represents about 10 percent of the total milk manufactured 


This is a very wide base through which whey contributes to farm income Whe 
is ab 2 pounds of milk sugar per 100 pounds of liquid whey In 1951 the 


eported production of about 50 million pounds of milk sugar indicated that abo 
re of milk sugar. 





5 billion pounds of the whey was used in the manufact 
Milk-sugar manufacturers buy whey from cheesemakers. Cheesemakers, when 
nting for milk to farmers, re port the amount of money received for whey 

+} 


d part of the farmers’ pay for milk comes from this source of income 


PRICE OF WHEY AND MILK SUGAR 


oT vine ire at the lowest level since World War II Prices for milk 
r are lower than they were in 1952, and only slightly above those at the clos 
due to increased wages, and rising costs of fuel 





World War II Cost increases d 
ntal transportation and the like have not been idded to the price of whey 
Dried whey prices are quoted by the United States Department of Agricultur 
veekly for carload lots delivered at markets These weekly prices averaged to a 
onthly equivalent for April are shown as follows 
age weekly Ap for dried hey, wn ce f lelit 
{ ps 
Y \ T 
j Lf pou 
1¢ 69 Week end 
: t Apr 
( Al 10 s 
0 Aj 2 


At the close of World War II the company which I represent delivered crude 
milk sugar for a return of 14.27 cents per pound to manufacturers of penicillit 
In March 1952, the return for crude milk sugar was 16.77 cents per pound. In 
March 1953, it is 15.20 cents per pound, less than 1 cent per pound above the price 
at the end of the war. Refined milk sugar, which was quoted at about 28 cents 
per pound during World War II, is currently quoted at about 29 cents. The 
same product imported has recently been quoted at 21 cents per pound on the 
lock, duty paid 

Under the parity formula, farmers who deliver whole milk to creameries re 
ceive a payment reflecting the price of butter and nonfat dry milk solids. If 
the same farmer were to deliver his milk to a cheese factory, he would receive a 
payment reflecting the wholesale price of cheese and butter. No calculation is 
made to represent the value of the whey As long as the value of the whey 
continues at a level which is relative to the prices of the other manufactured 
lairy products, the support price payments are equitable. In a general way this 


been true for the several years for which support programs have been in 





has 
‘fect, but this is not the case since imports have weakened the market for milk 
gar 

At the present price level, dried whey does not contribute any value to its raw 
material, liquid whey Under such conditions, milk sugar becomes the keystone 
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of§the arch that supports the whey industry Failure to support this industr 
therefore, has a significance far wider than the quantitv of sugar represented 
The failure of milk sugar to continue to support this industry would turn the whey 
back to the cheesemakers and impose on the cheese industry the added cost of a 
whey disposal program. Such added cost would necessarily in the long run be 
charged back to the farmers as a reduction in the price of milk or butterfat 


Milk used in manufacturing cheese vields about 85 pounds of liquid whey per 


hundredweight. It follows that 85 percent of the price paid for liquid whey cat 
be returned to the farmer as a payment for milk In the past, whey prices have 
varied considerably, and in the period since the war ha been as high as 12 cents 


per 100 pounds At this level, a payment to farmers equivalent to 10 cents per 
100 pounds of milk is possible. During most of this period, the price has reflected 




















3 to 5 cents per 100 pounds of milk At the present prices for dried whey and milk 
sugar, large quantities of whey receive no payment and are transferred only t 
avoid the cost of whey disposal to the cheese factory 
THE WHEY-DISPOSAL PROBLEM 

Producers of cheese have historically been plagued y the need for w 
disposal. Prior to World War II, the whey was dumped sewers and strea 
causing a pollution problem Since We i War II, sanitation officials ha 
insisted that tl practice be stopped he l I ave installed wh 
drying equipment to solve ir disposal problen MI sugar producers have 
provided the cheesemaker th a service as W i i 

Dried whey fluctuate lelv in price from time 1 I 
market has had a stabili eff It carries par f I t 
manufacturing 100 pounds of liquid whey into feed and gar, 2 pound 
milk sugar and 4 pounds of dried whey products repress the ial yield pro 
portions Destruction of the milk sugar markets w 4 ate the problem 
stream poll ition. 

Manufacturers of whey products now ha irge ventories accumulated 
concurrently with the increase in che pre und A l 
stocks by the Commodity Credit Corporatior Most of t rp whey is for 
animal feeding 

The Commodity Credit Corporation has an accumulation of nonfat dry milk 
solids. If this inventory is sold for animal feed, it will depress the price of whe 

Whey manufacturers render a service in this instance comparable to that of 
Commodity Credit ¢ orporatio! Che should receive assural that the Gov- 
ernment-accumulated inventory will not be resold at a price wl will depress 
their market for dried whey In the past, the officials of the United States 
Department of Agriculture have recognized this problem, but in the past the 
whey inventories were not so large, neither were the manufacturers of dried 
whey faced with a loss of their irket for milk sugar At the me é 
problem is much more serious than ever before 

Liss ri ITy O MILK §S 


When the requirement of milk rar for penicil know n 194 
survey of the milk-sugar industry was made to deter 








: ses of m 
sugar were nonessential lhe requirements were fo i be as follows: 
Infant fee wn " 
Phar i ! ’ 
Ot! use (mM) 
i t KR 

The conclusion was that there were no nonesse! al ises uses ver 
essential and all uses were sharply increased by war Che use for infant food was 
particularly essential, and was increased by the fact that young women working 





in War plants placed infant children in nurseries where prepared infant foods were 
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required. The need for penicillin was sharply increased as was that for pharma- 
ceuticals. As a result, milk sugar was placed under War Food Order No. 95, and 
all supplies were allocated. The requirements since that time have increased, 
but the essentiality of uses has not changed. It would not seem reasonable in 
1953 that an action should be taken which would make the United States depend- 
ent on Western Europe for milk sugar in time of war. A more reasonable ap- 
proach seems to indicate greater dependence of Western Europe on both the milk 
sugar and penicillin production of the United States. Our milk-sugar industry 
should therefore be maintained in as strong a position as domestic requirements 
will support. 

The industry is currently tooled and equipped to produce about 50 million 
pounds per year. Raw materials are available in ample supply. The building 
of foreign plants to supply the United States market represents waste. Further- 
more, experience shows that we cannot depend on Western Europe for supplies 
in time of war But experience also shows that if Western Europe equips plants 
to manufacture milk sugar, then both the domestic producers of cheese and milk 
sugar as Well as the administrative agencies of our Government and the Congress 
are faced with endless problems. It seems desirable to settle so important an 
issue now by placing foreigners on notice that in the case of so essential a product 
as milk sugar, the domestic market for imports is limited. 

Quotas are necessary to prevent destruction of the domestic milk-sugar industrv. 
If they are not provided, then several existing milk-sugar plants in the United 
States must be dismantled. 


IMPORTS OF MILK SUGAR 
Prior to World War II, milk sugar was exported. Some was exported immedi- 


ately after the war. Imports on a commercial scale started in 1950. [Imports 
since 1946 have been as follows: 


Pounds Pounds 
1946 - 56 1950 ‘ - S04, 108 
1047... 0} 1951 : 1, 591. 998 
1948 0| 1952 , 2, 967, 659 
1949 0 


The imports of milk sugar came mostly from Western Europe, where abundant 
supplies of whey are known to exist. There is no reason to expect that the 
growth trend projected from the imports for 1950, 1951, and 1952 will not develop 
into imports approximating (fig. 1 1 


1953: 4 to 5 million pounds. 
1954: 8 to 10 million pounds 


New facilities and organization of whey supplies make growth to this level 
easily attainable. The fact that imports began to increase in 1950 supports the 
conclusion that they were made possible by currency devaluations in Europe in 
1949, 


PRODUCTION OF MILK SUGAR IN THE UNITED STATES 


Production of crude milk sugar in 1951 reached a peak which is not likely soon 
to be repeated. Unless war is precipitated by some unforeseen event, the 50 
million pounds of crude milk sugar reported for 1951 was an all-time high. But 
a requirement of 50 to 60 million pounds was considered necessary by the National 
Production Administration in 1950 and 1951 to supply the demand for increased 
penicillin production which would be needed in case of war. 

The NPA program for penicillin was to double production. New facilities were 
authorized. Production of milk sugar was also stimulated and new facilities 
authorized. Producers of penicillin investigating sources of increased milk-sugar 
supplies also stimulated production. At present the record shows that a peak 
of penicillin production was reached in 1951. Since that time production has 
leveled off or declined. 

Milk-sugar production since the war has been reported as follows: 


1 Fig, 1, milk sugar imports (projected) is on file with the committees 
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{In thousar of por 
a 
Year nt 
pr ers 

1945_. “ 15. 568 

1946... 23, OO 

1947... l 358 

1948 . 24, 41 

1949. _. 4 0 

1950 9, 252 8 O80 
1951__. 50, 15 0, 401 
1952... , 2438 
1 Production for 1952 is estimated as 35 million pounds Total pr iction of all grades is estimated as 


crude. 


? Not available. 

A realistic appraisal of the milk sugar industry indicates present annual require- 
ments of about 30 to 35 million pounds per year. Imports in 1952 were about 
9 percent of domestic production. The projection of the growth trend for imports 
shows that by 1954 they will amount to more than 25 percent of the total United 
States requirement if these imports are not restrained 


United States production of pen cillin. monthly 


[I tr nt 
Month 1950 1951 152 1953 Mont On 5 1952 1953 
January 24.8 1 29. ¢ J 7 3.3) 25.9 
February 24 8. 1 \ 1 8.9 | 27.4 2 
March 22. 3 lL. 1 Sseptemt 20.2 | 27.0 | 2 
Ap ] 2t 1. 0 0 »ber 23.2 , ) 
M 27.4 23. 8 N Ove ber € 4 Z 
June 26. 0 29. ¢ Dece ber ¢ } 3 





Source: U. 8. Tariff Commission data 


Any quota which is established for milk sugar represents a net addition to 
the previous export market for the affected countries; consequently they have 





no reasonable basis for complaint. Furthermore, penicillin production abroad 
has been expanded, and foreign producers of milk sugar have other markets which 
they can use. There is no compelling reason, therefore, why an import quota, 


at the average of imports for the past 5 years, should not be applied 


INADEQUACY OF THE CURRENT INVESTIGATION NO. 6 BY THE UNITED STATES TARIFF 
COMMISSION 


The Secretary of Agriculture has recommended repeal of section 104 of the 
Defense Production Act and the strengthening of the provisions of section 22 of 
the Agricultural Adjustment Act of 1933 as amended, to provide import controls 
The United States Tariff Commission is making an investigation of a list of 
manufactured dairy products at the direction of the President. This investiga- 
tion was requested by the Secretary of Agriculture It is incomplete, however, 
as it omits several dairy products, including several varieties of cheese, casein, 
milk sugar, and others. 

The company which I represent has asked the Tariff Commission for an oppor- 
tunity to participate in this investigation and to present testimony with reference 
to milk sugar and whey. Our request has been refused. In a letter dated April 
21, 1953, the request was denied by the Tariff Commission because milk sugar 
and whey are not listed in the public notice as one of the articles which the 
Commission is to investigate. 

We have requested that the Secretary of Agriculture act on an import quota 
for milk sugar under section 22 and expand the scope of the present investigation 
to include milk sugar. This request was made to the Administrator of the Pro 
duction and Marketing Administration, dated April 21, 1953. 
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The present section 22 has several shortcomings and omissions which need 


clarification. If section 22 is given a narrow interpretation, it is not adequate 





for the protection of the dairy industry. Subparagraph (a) of section 22 refers 
to various programs. At the present time the only programs that concern the 
dairy industry are those supporting the price of milk and butterfat by the pur- 
chase of butter, nonfat dry milk solids, and Cheddar chees« As protection for 
this purchase program, import quotas have recently been applied on several manu- 
factured dairy products. If section 22 is interpreted to apply only to the specific 
products which the Department has named in its price support and import control 
program, then it is not adequate The present investigation, No. 6, before the 
Tariff Commission applies only to those products for wl quotas have already 


been established. This investigation indicates that the Department may be 
making the narrow interpretation 


Section 22 should be amended to include all products manufactured from milk 
r products of mill There should be no doubt that the products of skim milk and 
when are included in the list for which in port quotas are to be established wher 
the criteria of section 22 are met The evidence supporting this conclusion 
quite recent and ver lear. Resistance to imposition of import quotas prevented 
their application to several products during 1952 \s a result, imports of whol 
milk powder, buttermilk powder, and mixtures such as malted milk or ice cream 
mux were imported in such quantities as to seriousi’ aifect. the pport price 
program. A considerable part of the quantity of manufactured dairy products 
now held in the inventory of the Commodit Credit ¢ rporation 1s there onl\ 
because of the failure t ake the broad interpretation of section 22 before ! 
iderable damage had been done. This failure resulted in a greatly aggravat 
inventory problem, and cost the public a large amount of mon 

No listing of products can accomplish the desired result. Research continu 
and new products are continuously found on the market \t present such new 
products include a combination of mil igar and butterfat, as well as a product 
containing no fat, but in which the milk protein has | entrated. Nei I 
of these products is named or contemplated in any of the products now being 
investigated by the United States Tariff Commissio1 Kither of them without 


quota will provide means for large imports of dairy products from foreign coun 


tries and increase the Commodity Credit Corporation inventor with added cost 
t the public through taxes Section 22 should be made to ay phy specifically 
all products manufactured from milk or from products of milk thout regard te 





their previous inclusion in Crovernment program 








rhe preset! crite ra ol li 22 should be more spec fe \ we ll der té l 
these criteria, they are two, namely, (a) to render ineffective or materially interfere 
with anv program or operation undertaken under any of the titles with whicl 
section 22 is concerned, and (b) to reduce substantially the amount of any product 
proce sed in the United State from an agricultural commodgdit or produ ' 
thereof with respect to wil ich any program or operation | being undertaken 
We recommend the striking of the language which makes section 22 refer o1 
1 Government program he program themselves are for the benefit of 
(American farmers, and designed to accomplish certain objectives. The programs 


themselves are therefore subsidiary to this main purpose, and their protection a 


such should not be considered the only objective of section 22 All manufactured 
dairy products contribute to the objective of price support aid and should be the 
object to import control. 

There has been some reference to the need for relief from quotas whenever 
prices for manufactured dairy products reach parity We agree that the consum 
ing public is entitled to this protection, and that when prices exceed parity, quotas 
should be canceled until the price is below parity agai This removal of import 
quotas should apply to specific products and only when the price reflected by that 
product has reached parity We believe this is defensible. Prices of some 
products may represent surplus situations when prices of other products do not 

Che Secretary of Agriculture has explained the challenge to the dairy industr 
New and better products and development of better and less costly marketing is 
needed. For the products of skim milk and whey this requires additional research 
Such research is underway and is resulting in the development of additional as 
well as superior uses for these products. The current production of milk sugar is 
the result of such research. Milk sugar was not manufactured from cheese whey 
prior to World War II. New processes were necessary to accomplish this result 
But if the markets for manufactured dairy products and particularly those from 
skim milk and whey are opened to uncontrolled imports, then most industrial 
research will be foreclosed. There will be little interest in the United States in 
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continuing research and development for products which foreigners can dumy 


into this market below the domestic cost Domestic producers cannot compet 
with monopolistic pricing, control of the flow of capital internationally, and th: 
use of pegged currency exchanges in the hands of foreign governments. 

The administration of section 22 is cumbersome Che criteria do not requir 
investigation by the United States Tariff Commission. The Department of 
Agriculture can best determine whether a program is being affected or productio1 
reduced. If prices also become a criterion of action on import quotas under 
section 22, the Department of Agriculture is the competent agency to make th 
necessary determination. Under these conditions, it would seem that the initia 
action should come from the Secretary of Agriculture without recourse to any 
investigation other than that which he may requir¢ Chis would also reduce the 





administrative cost as compared with the present 


CONCLUSION 





In the foregoing, we have shown that milk sugar makes a direct contributio1 


to the price of milk. Therefore the value of the products of whey, inecludir 

milk sugar, are part of the price-support program We have shown that 30 to 
35 million pounds per year of milk sugar are essential in the United States. Raw 
materials are adequate, and prices are low. In time of war the essentiality of 
milk sugar increases. We have pointed out that the present section 22 has 
previously been interpreted narrowly, with reference only to products for whict 
direct Government programs are in effect. This interpretation is inadequate and 
has been very costly to taxpayers. We have shown that prices of milk sugar ar 

the products of whey have increased very slightly or not at all since the end of the 
war. Imports, beginning in 1950, were probably related directly to the devalua 
tion of foreign currencies. We have shown that imports of any manufacture 





dairy product affect the price of milk and that quotas are necessary Furthermore 
some of these products are manufactured from products of milk which are i: 
surplus; consequently the quota should be established with reference to the price 
of the product, not alone to the price of milk. Finally, we have shown that a 
quota is essential to the continued production of milk sugar. Quotas are also 
necessary if research in the field of utilization of whey products is to be continued 
We believe that failure to control all dairy imports will increase the total agr 
cultural surplus production problem because of the decline in the demand for 
feed grains if the number of milk cows is decreased Che restriction of imports 
of dairy products will increase the number of milk cows and increase the demand 
for feed grains and byproducts. In addition, the working out of the green-pastures 


program will divert acres from surplus products into forage for cattl Along 
this road we believe the surplus problem can be brought under control and so 
conservation can be increased. We therefore recommend that, if section 104 of 


the Defense Production Act is to be repealed, section 22 shall be amended, first 
to make it inclusive with reference to all manufactured dé 
to simplify it administratively. 


AIT prod icts and, second 


APPENDIX [| 


Estimated utilization of whey 


Million 

pounds 

Dried whey production as reported by USDA (approximate 140 
Estimated addition for whey dried with other products and not reported 10 
Condensed whey production (solids basis not reported) 78 
Milk sugar produced as reported by USDA (approximate 50 
Total whey solids 278 


Liquid whey required, at 6.3 pounds solids per 100 pounds of liquid whey_ 4, 413 
Whole milk represented by liquid whey at 85 pounds of whey per 100 
pounds whole milk 5, 192 


All whole mike used in manufacturing in 1951 was reported as 51,437 million 
pounds. About 10 percent of all manufactured milk yields whey for further 
manufacturing. 

At 5,292 pounds per cow per year (1950 average) this whey represents milk 
from 981,000 cows. At 6 cows per farm this is 163,500 farms. 
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Mr. Spracue. I do not have that discussion in the record, because 
you know what it is. There is a temptation also to point out to Mr. 
Fromer that, if he will look at the record of the International Monetary 
Fund with reference to the effect of currency pegging, he will reverse 
himself on the statement which he has made. I will move directly to 
page 3 of my statement because the real function of my being here 
today is to get into the question of whey and milk sugar, which 
paeweets, I want to point out, enjoy no support prices, and which we 
elieve are not as generally understood because we have never had 
any en to be here and talk about them. 

Almost billion send of liquid whey were used in processing 
in 1951. These estimates are made partly from the Department of 
Agriculture’s reports and partly from some additions which I have 
made and added as appendix I to develop this information. Four and 
one-half billion pounds of liquid whey are equivalent to 5.2 billion 
pounds of milk used in manufacturing cheese, and that is 10 percent 
of the total amount of milk used in manufacturing dairy products in 
the United States in 1951. It represents, according to the 1950 census, 
about a million cows and 160,000 farms. 

Now I will go on to the question of prices. As I have said, we 
have no price controls, no supports; and I would like to add to what 
the record shows that our inventories generally follow the inventory 
position of the Federal Government, and we as individuals now hold 
inventories proportionately as large for their industry, and probably 
larger, than the Federal Government itself holds today, with no 
assurance of the position we will be in depending on the actions which 
the Government may take with reference to their inventories. 

In other words, if skim-milk powder, nonfat dry milk solids, 
held in inventory until it goes out of condition and is sold back to the 
animal-feed trade, it comes directly in competition with the inven- 
tories which we hold; and we are very, very much concerned when 
we see these inventories that that is exactly what will happen. 

Although we have used our own money and have accumulated 
these inventories and have gone into this period trying to stay with 
the farmers and the cheesemakers—because they have problems, 
too—we have no assurance that the surplus which the Commodity 
Credit owns will not be turned back to animal feed in direct competi- 
tion with us at some future date. 

As of today the price of dried whey that is being sold in Chicago 
is quoted at 6 cents a pound, which is the lowest price since the be- 
ginning of World War Il. Milk sugar, our other product from whey 
is sold at about the same price as it was sold at the end of World 
War II, probably about a cent higher. 

In other words, we have not added, we have not been able to add, 
to the price of our products the cost increases which have occurred 
since that time in wages, tires, trucks, and all the other cost items. 

The CHarrMAN. Have you improved methods of processing? 

Mr. Spracusr. I think we have. We have had to, obviously. 
Obviously we would be taking quite a beating now if we had not. 

The CHarrMAN. Has the market expanded? 

Mr. Spracur. The market has not expanded. For sugar it has; 
yes. For the other feed products, not a great deal. 

The CuHarrmMan. That would be a logical compensating factor, 
improved methods of production. 
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Mr. Spracup. Sitting in the spot where we sit, it seems to us that 
when anybody manufactures anything new in the United States they 
turn up with a byproduct they want to sell as chicken feed. 

Milk used in the manufacture of cheese, with about 85 pounds of 
whey, is processed into about 6 pounds of whey solids, and we have 
paid in the past prices ranging all the way from 3 to 12 cents per 
hundred pounds for whey from cheese factories, which gives us, as a 
matter of fact, a contribution of somewhere in the neighborhood, 
perhaps an average, of 5 cents per 100 pounds of milk, and sometimes 
as high as 10 cents per 100 pounds of milk. This is not included 
the parity calculation, although it was assumed to be there when the 
parity calculation was made. 

As long as the whey manufacturers can stay there and pay a little 
money t» these cheese factories, somewhere between 5 and 10 cents 
a hundred pounds of milk, the parity calculation is not violated. 
But when we wash out it just means that those farmers who are 
selling whole milk to cheese factories do not get the extra payment 
for whey 

We could, and if it were necessary we would, bring you account 
sales which would show you that the cheesemaker, when he pays the 
farmer, pays first the quantity of money which he got for selling his 
cheese; he adds to that the sales of the whey fat and the sales of whey, 
He divides that by the total amount of milk or butterfat which he is 
accounting for. 

Therefore, you see there is no doubt that the value of the whey is 
part of the price of milk although never included in the parity formula. 
We do not ask that any change be made 


I want to address myself now more directly to milk sugar. During 
the war a new demand was found for milk sugar and that was in the 
manufacture of penicillin. I am now talking from page 7. At that 


time I was working with the Department of Agriculture and did the 
particular work I am discussing here. Since at that time we did not 
have the milk sugar necessary, we tried to find some nonessential 
uses for milk sugar that we could cut off and direct what was left to 
the essential uses. What we came up with is the fact that there aré 
no nonessential uses for milk sugar. It is used for infant feeding, 
and that turned out to be exceptionally important during the war, 
because many of these mothers were working in war plants and were 
farming the children out, so to speak, to nurseries and they had to 
have these prepared infant-food sree as. 

The pharmaceutical use of milk sugar certainly did not go down 
any. The penicillin use has increased. "T was a new use at that time 
and has increased sine e. In 1951 the NPA went all over this matter 
again, just in the last 3 years, and decided that if we ever had a war in 
the United States we si to have twice as much penicillin. They 
proceeded to increase the facilities for penicillin by that amount. 

Our potential customers who manufactured penicillin came to us 
and tried to contract for additional supplies of sugar, and the NPA 
asked us to construct new plants, and two new plants were constructed. 
In 1951 we reached a total production level of some 50-million pounds 
of milk sugar, which is the potential of the industry today, 1 would 
say, but I refer to page 10 of my testimony which shows that the 
production of penicillin reached its peak in November 1951 and has 
been considerably lower since that time. 
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I could add to the data that is shown here the fact that we in the 
United States used to export a considerable quantity of penicillin, 
but penicillin production is improving in foreign countries and the 
export is not as great as it was. So we have reduced our domestic 
production of penicillin since the time when all this happened, and 
now we have an industry which can produce some very large quantities 
of penicillin in case of need, and we have an industry that could pro- 
duce 50 million pounds of milk sugar, but some of the plants are idle. 

There is a beautiful growth trend in imports of milk sugar, starting 
at about the time of the currency devaluation, and moving upward 
very rapidly. If you project that trend, as I have projected it, using 
a curve, on the following chart page, you will find that the projection 
of that trend, which as you see is not quite doubling each year—that 
is characteristic of such a growth stage in its early stages that it takes 
a very ste ep trend and then levels off—shows about 10 million pounds, 
about 25 percent of our domestic production 2 years from now. I am 
guessing at that just as you would have to, but there is no better way 
to go at what you are looking at than to do it this way and we do it 
quite frequently with new products. It is better by far than not 
having made a study of it to begin with. 

We can appeal under section 22 for a quota and we have done so. 
No action has been taken. I do not know whether I could add any- 
thing by trying to discuss what I have written from page 11 and 
following about section 22. You realize that we are right down on the 
hard facts here. We are not doing any guessing about this one. We 
have appealed and we stand now as an industry with our backs to the 
wall. You do not have to study these paragraphs very much to 
realize right where we are. 

The decision as to whether there is going to be a big penicillin 
industry in the United States that will have to v# ypend on “the supply 
of milk sugar from some foreign country is involved in this. 

Section 22, as I have described it here, has been given a limited 
interpretation. It could be given a broad interpretation to include 
our products and others. 

As I see it, to date they have talked about products which represent 
programs run by the Department of Agriculture, and the only thing 
that I would add to what has been said already is this—the program 
was the thing that was set up for farmers. The administration of the 
program is subsidiary. The idea of administering section 22 to help 
the program administratively is not the real objective. The objective 
is to forward the program to the farmers. 

All of the criteria of section 22 and section 104 are in the hands of 
the Department of Agriculture. It seems to me like a waste of time 
and money to go to the Tariff Commission to find out what has been 
done to cut the production of a product or injure a program. 

The Department is running the program. The Department is the 
organization that puts up the figures. Can we afford the luxury of 
having money paid to one department to put up some numbers for 
us and then hire another department to tell us whether the number 
was higher or lower than 1 year before? It almost looks to me as if 
that is what we are trying to do. 

I do not want to talk any more or waste any more of your time, 
Senator. You see what the picture is. I tried to be realistic, and that 
Is It. 
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The CHarrMan. You, at least, have given us a new suggestion 
regarding section 22. Sometimes it is difficult to get new ideas when 
you have witnesses. 

Mr. Spracue. I do not think I have suggested anything new to 
you, Senator Aiken. 

The CHarrmMan. We thank vou for being here 

The next witness is Adolph C. Dolder, secretary of the Switzerland 
Cheese Association, Inc., of New York City 


STATEMENT OF ADOLPH C. DOLDER, SECRETARY, SWITZERLAND 
CHEESE ASSOCIATION, INC., NEW YORK, N. Y. 


Mr. Dotper. My name is Adolph C. Dolder, secretary of the 
Switzerland Cheese Association, of New York 

I believe that this paper will be incorporated in the record? 

The CHarRMAN. Yes, sir 

Mr. Douper. I have nothing to add to it, unless you want to ask 
me some questions 

The CuarrMan. The only question I would ask is the one I asked 
Mr. Fromer, and that is whether the fact that section 104 was amended 
last year, so as to permit the importation of Swiss cheese without 
restrictions, has resulted in conversion of other exporting countries to 
the manufacture of Swiss cheese. 

Mr. Doiper. No; it has not done so, because all countries that 
have milk production usually do make some Swiss cheese 

The CHatrmMan. Each country will continue to produce the cheese 
for which they have built up a reputation, in your opinion? 

Mr. Dotper. Yes, sir 

The CHarrMan. The reason I asked is that I heard some of the 
other countries were increasing their manufacture of Swiss cheese 

Mr. Dotper. I don’t think they have increased the manufacture 
of Swiss cheese very extensively but they are making just as much as 
there was demand for it in the United States or in some other coun- 
tries. 

The CuatrMan. Do the members of the committee have questions 
of Mr. Dolder? 

(No response.) 

The CHatrMan. We certainly appreciate your cooperation with us 
here today, in submitting this statement. It will be printed in full 
in the report. 


STATEMENT FILED BY AbDoLPH C. DOLDER, SECRETARY, SWITZERLAND CHEESE 
AssocraTION, INc, 


The Switzerland Cheese Association, Ine., 105 Hudson Street, New York, 
N. Y., is a New York corporation, organized in 1929 to assist in the marketing of 
cheeses of Switzerland. 

The purpose of this statement is to show that cheeses imported from Switzerland 
are not competitive with similar cheeses made in the United States and that the 
imposing of import restrictions on cheeses of Switzerland would serve no useful 
purpose. 

Minor types.—A few cheese types such as whole milk Sbrinz, Gruyere, Sap Sago 
and others imported from Switzerland are in demand by cheese fanciers only 
The quantities consumed in the United States are insignificant. No domestically 
produced counterparts exist (the Gruyere made in the United States being mainly 
used for blending purposes). The average retail prices in the United States are 
generally much higher than any domestic cheese variety 
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To limit the importation of these recognized cheese specialities would not 
help the domestic cheese industry; the only result would be to deprive consumers 
of food products they prefer, and Swiss producers of a small but much appreciated 
market. 

Pasteurized process Gruyére cheese—Pasteurized process swiss cheese.—This cheese 
is made from a blend of swiss and Gruyére cheese or from swiss cheese alone. 
The cheese imported is usually packed in small, round 6- or 8-ounce boxes of 
various brands. 

The process was discovered in Switzerland about 45 years ago in quest for a less 
perishable cheese. The making of process cheese in the United States has 
enormously stimulated the consumption of cheese in this country. Some 200 
million pounds of Cheddar and between 20 and 25 million pounds of domestic 
swiss cheese are now probably consumed in processed form. The benefits to the 
domestic producers from the introduction of the process have been enormous. 

Domestic process swiss cheese is usually packed in 5-pound loaves, to be cut 
from the piece, or in }2 to 2 pound oblong or square consumer-size packages. 
Since the beginning of World War II, a small percentage of domestic process swiss 
or Gruyére cheese has also been packed in round boxes similar to those used by the 
packers in Switzerland. 

The average retail prices in New York of respective leading brands are approxi- 
mately: 

Switzerland process swiss cheese, 6-ounce box, 48 cents, or $1.28 per pound. 

Domestic process swiss cheese, 6-ounce box, 39 cents or $1.04 per pound. 

Domestic process swiss cheese, in bulk, 55 to 65 cents per pound. 

The average wholesale prices in New York of the respective leading brands are 
approximately: 

Switzerland process swiss cheese, in boxes, $1.05 per pound. 

Domestic process swiss cheese, in boxes, 90 cents per pound. 

Domestic process swiss cheese, in bulk, 51 cents per pound. 

The price differentials clearly indicate that Switzerland process swiss cheese is 
not competitive with domestic process swiss cheese packed either in bulk or fancy 
boxes. 

Importations of Switzerland pasteurized process swiss cheese were: In 1951, 
1,418,594 pounds with landed cost of approximately 86 cents per pound; in 1952, 
2,620,942 pounds with landed cost of approximately 88 cents per pound. 

The small quantities imported of this Swiss speciality, and its relatively high 
landed cost price could hardly be a threat to the producers of some 20 million 
pounds of domestic-process swiss cheese. It is therefore respectfully submitted 
that import restrictions on process swiss cheese or process Gruyére cheese im- 
ported from Switzerland would serve no useful purpose. 

Switzerland swiss cheese—The development of the type known as Emmentaler 
or swiss cheese originated in Switzerland about 130 years ago. It became a 
rather popular cheese in the United States. Until the beginning of World War I, 
almost all of the swiss cheese consumed here was imported from Switzerland: 
In 1901, imports were 6 million pounds or 40 percent of all cheese imported; in 
1914, imports were 22 million pounds or 35 percent of all cheese imported. 

With the development of a domestic swiss cheese industry able to produce a 
somewhat similar product at much lower prices, Switzerland swiss cheese has 
become a specialty item of American consumers who prefer it to the milder- 
flavored domestic product 


In millions of poun is] 


- -t Americar , —_— American 
Year Imports productior Year Imports seoduetion 
1939 gy 4214 1950 _. 6% 9914 
1047 4 71% 1951 2 | 7% 92 
1948 2 7044 1952 6% 1110 
1949_. 54 81 
1 Estimate 


That there is consistency of a substantial price differential between Switzer- 
land swiss and domestic swiss is apparent from the following table of wholesale 
prices in New York over several years: 
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{Cents per pound 





Switzerland | er Switzerland f 
} swiss all swiss a 
: | ; 
SWISS | rad viss neal 
| grades ides 
1939 3714-43 18-96 || 195 — - 
1948 : 87-96 74-69 1952 Ie. {2-65 
1949... 79-88 43-58 1953 Apr. 30 82-84 3945 





1950. -. 79-84 41-60 


The retail prices in New York supermarkets, as of April 30, range from $1.05 to 
$1.29 per pound for Switzerland swiss and from 59 to 79 cents per pound for grade 
A domestic swiss. Prices are relatively and proportionally higher in smaller 
stores. Prices of 49 cents per pound are currently being advertised for domestic 
swiss of lower grades. 

With margins so large, there is evidently no price competition between the 
imported and domestic product 

This price differential has basic roots which stem from the milk price itself as 
well as the duty on the imported product Here are additional comparisons 
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Thus, there is no possibility for Switzerland swiss cheese ever to become a 
threat to domestic swiss cheese under these fundamental economic differences 


Even if domestic prices should approach a price equal to that of Switzerland 
swiss, any additional demand for the latter would be limited to the capacity of 

















present production facilities in Switzerland, which are physically incapable 
expansion 

Perhaps there is a feeling that 1 pound of Switzerland swiss cheese imported 
is ] pound of domestic SW1S8SS cheese unsold Yet the f timated ‘onsumpt 
of domestic swiss cheese in 1952 over 1951 has increased by between 10 and 12 
million pounds, or by almost twice the quanity of Switzerland swiss cheese 
imported in 1952. More favorable distribution methods and greater consu! 
acceptance of swiss-type cheese have no doubt *n causes for this pleasant 
development. To what extent, one might ask, has Switzerland swiss chee a] 
served as a stimulant for the sale of domestic swiss cheese when the choic« 
decided by monetary considerations? 

The fact is that the production and consumption of domestic swiss chees« 
increases steadily in spite of the importation of Switzerland swiss cheese r 
possibility should be envisaged that import restrictions on Switzerland iss 
cheese might stagnate the m for the domestic prod I hich could be as 
damaging to them as the restrictions would be to the forei shippers 

Economic considerations.—Because your com! é id im} and 
exports of agricultural products, the following da ire adde¢ » this sta ent 

One of the few raw materials of Switzerland is milk Some of it is in surplus of 
consumption. Most of this surplus is exported in the form of cheese. Of a 
normal yearly production of approximately 55 million pounds of swiss cheese, 
about 25 million pounds find no market at home Che United States market has 
shrunk to less than 25 percent of the exportable surplus of Switzerland. The 
maintenance of the United States market has thus become extremely important 





for the healthy economy of Sw 








































636 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


The total imports of agricultural products into the United States from Switzer- 
land were: 1950, $7.4 million; 1951, $7.8 million. Of these, cheese made up the 
major portion 








1950 1951 
Switzerland swiss cheest $3, 995, 982 $4, 422, 132 
Proees wiss cheest 79, 79S 950, 120 
Minor types 34, 521 19, 487 
Potal 5, 010, 301 5, 391, 739 


Switzerland, on the other hand, is a much bigger importer than exporter of 
agricultural products in trade with the United States. 

The total exports of agricultural products to Switzerland, according to the 
United States Department of Agriculture, were as follows: 1950, $39.2 million 
1951, $64.3 million 

A listing of some of the more important American agricultural products ex- 
ported to Switzerland in 1951, tabulated from United States Census Report 
Vo. FT-410, part 1 (1951), follows 


1951 exports of selected United States agricultural prod icts to Switzerland 


Meat $155, 000 Peanuts, shelled $1. 920. 000 
Sausage casings 1, 781, 000 | Vegetable oils, edible 1, 323, 000 
Oleos, lard tallow 1, 323, 000 | Sugar, honey 468, 000 
Shrimp, salmon 03. 000 | Glucose 290, 000 
Kges 384, 000} Rosin, gum spirits 715, 000 
Leather 2, 454, 000 | Soybeans ; 231, G00 
Fur 2, 549, 000| Fatty acids, vegetable, in- 
Fish oil, tallow, fats, in- | edible 327, 000 
edible 3, 810,000} Peanut and soybean oil, 
Wheat 12, 650,000; crude, inedible 2, 415, 000 
Grains: Barlev, corn, rice, Seeds 253, 000 
rve 2, 695, 000 | Tobacco 8, 084, 000 
Beans and peas, dried 162, 000 | Cigarettes 2, 406, 000 
(Asparagus, canned 796, 000 | Hops 154, 000 
Vegetable preparations 1, 102, 000 | Cotton 20, 175, 000 
Fruits and juices 1, 898, 000 | Lumber and wood 514, 000 


SUMMARY 


It has been shown in the foregoing that cheeses of Switzerland are: (1) Not 
competitive in price with similar domestic cheeses; (2) physically unable to en- 
croach on the market of American producers; (3) stimulative of the sale of similar 
domestically produced cheeses. 

It is therefore respectfully suggested that no import restrictions be imposed 
against the cheeses of Switzerland. 


The CuarrMan. The last witness this morning is Mr. John Brereton 
representing the casein industry. 

Mr. Brereton is from the Sheffield Chemical Co., of Norwich, N. Y 
That is Senator Ives’ home town. 
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STATEMENT OF JOHN G. BRERETON, PRESIDENT, SHEFFIELD 
CHEMICAL CO., INC., NORWICH, N. Y, 


Mr. Brereton. Mr. Chairman, gentlemen of the committee, | 
realize that your time is limited. I would like to take about 5 minutes 
to summarize my statement. 


STATEMENT FILED BY JOHN G. BRERETON, PRESIDENT, SHEFFIELD CHEMICA 
Co., Inc 


Chairman Aiken and gentlemen of the committee, my name is John G. Brereton 
I am president of Sheffield Chemical Co., Inc., a division of National Dairy 
Products Corp., with business headquarters in Norwich, N. ¥ | appreciate 
this opportunity to appear before the committee 

The statement which follows is presented on hehalf of the four major, domestii 


manufacturers of casein, a dairy commodity made from fluid skim milk Phese 
manufacturers are Avoset Co. of Philadelphia and San Francisco, Champla 
Creameries, Inc. of Plattsburg, N. Y., Rieck Dairy Co., Pittsburgh, Pa. and 


Sheffield Chemical Co., Inc., Norwich, N. Y. 

For your general information, I wish to point out that casein is the principal 
protein constituent of cow’s milk and is found only in milk It is the material 
which gives milk its white appearance. Commercially, casein is obtained by 
curdling skim milk and by washing and drying the curd to produce a granular 


end-product, relatively pure in protein. Though not as well known to the public 
as skim powder, butter, or cheese, casein is a basic, dairy commodity in terms 
of tonnage normally produced and consumed in this country and it has a multi 
tude of industrial applications which will be pointed out later in this statement 
One hundred pounds of skim milk yields 2.4 to 2.7 pounds of dried casein. Caseir 


is basically the same product whether it is made from milk in this country, or ir 
the Argentine, or in New Zealand, or Holland or France 


MAIN POINTS OF THIS STATEMENT 


This statement emphasizes: 

(1) the very serious plight of a domestic industry caught between two economi: 
forees—first, high-skim milk prices established by the Government’s price support 
program on skim powder resulting in high, raw material costs for the manufacture 
of domestic casein and second, the uncontrolled importation of casein at duty 
and freight paid prices which are currently about one-half of the cost of manu- 
facturing casein in this country. The result has been the drastic curtailment of 
domestic production, the elimination of facilities and the very ruination of this 
industry. 

(2) that casein is a basic, dairy commodity and normally represents a large 
domestic outlet for skim milk; to be losing such a major domestic market for skim 
milk at a time when the dairy industry must seek new markets for milk to avoid 
continuing dependence on support programs just doesn’t make sense. 

(3) that, despite the basic,:commodity nature of this dairy product, import 
controls on. casein under section 104 were terminated at the end of 1952, con- 
stituting a discrimination against this segment of the dairy industry which has 
adversely affected it. 

(4) that the loss of a United States market for domestically produced casein 
is forcing skim milk into the production of skim powder for sale to the Government 
under the price support program, thereby causing a further burden to the Govern- 
ment. 

(5) that, because of its widespread industrial application, casein is an essential 
material and this country should not depend entirely on foreign supplies of casein 

(6) the very serious consequence of having in effect a domestic price support 
program on dairy commodities (or for that matter, on any commodity) without 
adequately and promptly controlling the importation of the same commodities 
which are being sold in direct competition. 

(7) that quantitative import controls on dairy commodities, including casein 
are necessary and should be continued while support or related programs are in 
effect. 

(8) that the legislation covering import controls of dairy commodities should 
allow immediate action to be taken to impose quotas or even an embargo where 
and when necessary with a minimum of discretionary power being permitted in 
its administration. 
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DOMESTIC CASEIN PRODUCTION AND IMPORTS 


Quantities of casein produced domestically and imported for the years 1935 
through 1952, as taken from USDA statistics, are as follows: 


(Thousands of pounds] 


Domesti Domestic 


vorts - 
producti Impor production Imports 


48, 100 1946 18, 319 45, 346 
46, 616 24, 523 1947 35, 831 20, 887 
47, 346 5 1948 14, 372 40, 585 
42, 268 1949 18, 348 33, O84 
18, 386 ‘ 1950 18, 531 54, 552 
15, 264 7, 225 1951 21, 620 43, 563 


12, 333 5 1952 (estimate 7, 000 56, 837 


These figures show that, prior to World War II, this country produced in the 
range of 42 million to 48 million pounds of casein or about two-thirds of average 
usage (figures at 55 million to 65 million pounds). Following the war and up 
until 1952, domestic production has averaged about 21 million pounds per year 
or about one-third of usage with imports increasing to about 40 million pounds 
per year and representing two-thirds of usage. In 1952, domestic production is 
estimated to be a low of about 7 million pounds while imports reached a new high 
of about 57 million pounds 

The sharp break in domestic production in 1952 has been the result of large, 
high-cost inventories remaining in domestic producers’ hands at the end of 1951 
and the unwillingness to build additional inventory in the face of still higher 
skim-milk prices (resulting from still higher 1952-53 support prices on skim pow- 
der) and low prices on imported casein Imported prices have been as low as 
14 cents per pound duty and freight paid and today are in the range of 151% to 
17 cents To further aggravate the situation, the 1952-53 import quota of 40 
million pou! ls 
December 1952 


of casein, established under section 104, was terminated in 


BURDEN UNDER SUPPORT PROGRAM 


The above-noted conditions have forced milk normallv used for casein manu- 
facture into skim milk powder, thereby increasing the production of skim powder 
and adding to the Government’s burden under this support program Chis is 


} 


a matter of serious consequence when it is realized that, for every 1 million pounds 
of casein not produced and with the equivalent of this milk going into skim powder, 
there are 3.3 million pounds of skim powder which must find a market. Produc- 
tion of casein in the amount of 40 million pounds or more per year, such as occurred 
in the years 1935-41, is equal to 130 million pounds or more of skim powder 
annuall) This represents a big market which has been lost for this milk and it 
becomes unusually significant at a time when the dairy farmer and processor 
must seek their own markets and depend less in the future on Government, price 
support markets. Since USDA bought about 212 million pounds of skim powder 
under the 1952-53 support program, it is obvious that 130 million pounds of 
skim powder, equivalent to the domestic production of 40 million pounds of 
casein annually, would amount to better than 60 percent of the total 1952-53 
USDA purchases of powder 


SITUATION RELATED TO LACTOSE IMPORT CONTROL PROBLEM 


At this point, it should be noted that lactose (milk sugar), another dairy com- 
modity, is manufactured from the liquid whey remaining after the manufacture 
F easein from skim milk. As has been reported to you separately in these 
‘ings, imports of lactose are increasing rapidly since there are no quantitative 
restrictions on lactose. Imports of lactose became significant in 1950 at which 
time the duty was reduced from 50 percent ad valorem to 25 percent ad valorem. 
Since lactose has normally represented the major outlet for casein whey solids, 

it can be seen that uncontrolled imports of lactose, particularly at low duty and 
freight paid ‘es, are putting further pressure on the domestic casein manu- 
facturer for the simple reason that a bad market on casein and a rapidly weak- 
ening market on lactose are additive in affecting his ability to pay going prices 
for skim milk and come out. The ability to make lactose from casein whey and 
sell it profitably determines how much the whey is worth and how much ef the 
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total cost of the skim milk the lactose will 
which must be charged against casein 

milk which cannot reasonably and profi 
finds its way into skim powder for sale u 


1953 CASEIN PRODI 


The uncontrolled Importation of casein igh 1 au 
only one-half of the cost of making casein in th intry has rul the domestic 
industry. It is estimated that only 3 million 5 million pounds will be made 
in 1953 or just that amount which may have to be made in areas to avoid 


é 


dumping milk. Otherwise, all of the in O] rs will d ilk to skim 
powder production for sale the Gover 
It is now apparent that, with 1953 skim 
16 cents per pound for roller and spray 
casein will remain relatively hig] In the 
manufacturer will continue to 
competition with outside cass 
cents! per pound, duty an 


As an example of the cost of ski ni nanufacturing purposes over a 
period of time the following prices, ¢ ts 3 1 by the New York Market 


Administrator under Federal Order 27, for such s} ilk are noted: 


January 1950 

July 1950 296 
January 1951 152 
July 1951 546 


mam ayny eo 


~] J] *1-] ¢ 


These milk prices are what the farmer receives at 
expense, such as cost of receiving, trar sportatio 

It is quite obvious that the 
1950, and this reflects the eff 


and holding up these prices 
controlled low-priced casein imports 
on the domestic casein manufacturer 
competitive position. 


Casein is used by many i 1c ing the paper, glue, and adhesiv: 
; , - ; . y . . 4} . ; « +7 ¥ in 

é aircraft, t I ber gy n ide, in 
paint, aircraft, tire and rubber, fl ticide, printir 
textile, fermentation, chemical, and & lesser rree 1 he pharmaceutical 
food industries These varied application l i veral ul 

P} 

properties of casein inv« t 1b) { 
or stabilizing ager I 
of the amino acids it contains 


it and it 


ESSENTIAL NATI 


Considering the many, wides} 
logical to have this country d 
satisfy these uses, particularly 
emergency and create intense de! 
Facilities for producing casei: 
ible that the country will sh 
marketing conditions contin 


The present duty on casein is a flat 2% cent 


Ss per pound Chis duty is meaning- 
less in terms of its ability to control imports and to permit reasonable competition. 
Curreney devaluation a manipulation of exchange rates readily obscure a duty 
of this amount If the dome casein industry were to seek relief under the 
import fee provision of section 22 of the Agricultural Adjustment Act to the upper 
limit of an imposed fee or duty amounting to 50 percent ad valorem, the increase 


Bulk of imports at 15% to 17 cents per pound. 
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in fee over the present duty of 234 cents would amount to something like 24 to 
3% cents per pound. This is because casein has an apparent value in countries 
of origin of 10 to 13 cents a pound on a big percentage of the casein now coming in. 


CASEIN IMPORT QUOTAS UNDER SECTION 104 


The first import quota on casein was established under DFO—-3 (determination 
relating to imports under Defense Production Act), dated August 9, 1951, and 


was limited to the quantity imported during the year July 1, 1950, through June 





195] PMA authorized 51.9 million pounds to come in between August 9, 1951, 
and June 30, 1952, this being in full proportion to the base quota for 12 months 
of 57.5 million pounds. The domestic casein industry protested this determina- 
tion to the Secretary of Agriculture on February 20, 1952, as being too high and if 


permitted to continue, it would have all of the effecius noted under section 104. 
The base period, 1950-51, was argued as being unusual because of the Korean 
situation which prompted a buying scare and encouraged unusually large imports 
The industry’s protest was refused 

In June 1952, the industry recommended a quota for the 1952-53 fiscal period 
of 25 million pounds whereas a quota (under sec. 104 as amended) of 40 million 
pounds (plus 15 percent) was determined. The quota was divided into propor- 
tionate, 4-month subquotas. Before the end of the first, 4-month period, two 
things were done: the second 4-month subquota was permitted to be used ahead 
of schedule and the annual quota was increased 15 percent to 46 million pounds. 
In December 1952, or about halfway through the annual period, the quota was 
lifted completely and there have been no import controls since. Removal of 
controls has further discouraged domestic production to the point that practi- 
cally no casein is being produced in the United States today. Such action is 
certainly contrary to section 104, effect (a) which pertains to the limitation of 
imports to such quantities which will not impair or reduce domestic production of 
the same commodity below present or other levels deemed necessary by the Secre- 
tary of Agriculture 

FUTURE LEGISLATION 


The experience of the domestic casein industry points sharply to the need for 
continuing import controls on dairy products, including casein, while support or 


related programs on milk are in effect. Legislation, whether temporary or perma- 
nent, must permit immediate action to impose import quotas and even embargoes, 
where and when necessary. ‘To permit most effective administration, this legisla- 


tion should carry a minimum of discretionary power and in particular should 
avoid the weakening effect of the ‘15 percent’’ type of quota adjustment clause 
used to amend section 104. Further, it is apparent that import controls, to be 
effective, must depend on quantitative limitations and not on fees or duties, since 
the desired effect of the latter can be circumvented by currency devaluation and 
manipulation of exchange rate 


RECOMMENDATION 


It is the recommendation of the undersigned casein producers that casein be 
considered an essential dairy commodity and that it be subject to permanent 
import control (quota) for such time as a price support program on powdered milk 
(primarily skim milk powder) is in effect in this country. 

J. G. BRERETON, 
President, Sheffield Chemical Co., Inc 
5S. B. Gripin, 
Vice President, The Avoset Co. 
R. J. DuLeEy, 
President, Champlain Creameries, Inc. 
R. C. Dayton, 
Procurement Manager, Rieck Dairy Co. 

Mr. Brereton. My name is John G. Brereton, I am president of 
the Sheffield Chemical Co., a division of National Dairy Products 
Corp., with business headquarters in Norwich, N. Y. 

Senator, I appreciate this opportunity to appear before the com- 
mittee. In my summary I would like to call your attention to still 
another example of a domestic dairy industry which has, as Mr. 
Sprague said of the lactose industry, it’s back to the wall. 


oe 


a REE ORE A 





> 
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The casein industry is certainly in that position. My particular 
business, I guess you might say, is in a corner because in addition to 
making casein we also make lactose, and both commodities are under 
pressure. 

For your own information, casein is a material in milk which gives 
milk its white appearance. It is a protein substance that can be 
coagulated and prepared on a relatively pure basis 

This material has considerable industrial application. I have 
given these applications in the statement and you can refer to them 
at your leisure. 

I should like to point out that this particular industry has been 
caught in a severe squeeze between two forces 

First, high milk prices, and, therefore, high raw material costs 
which have been brought about by the support program on skim 
powder; second, the uncontrolled importation of casein at duty and 
freight paid prices, namely between 15'5 and 17 cents a pound on 
practically all the casein that comes in, which are about one-half or 
less of the cost—and I emphasize the word cost—of making casein in 
this country. 

This situation is ruining this industry. It is causing the casein 
manufacturing facilities to be eliminated rapidly. We operate 4 
plants, 3 in New York State and | in Vermont 

At the end of this manufacturing period, we probably will wind 
up with one plant. ‘That situation has been going on for the past 
vear throughout the industry 

Prewar domestic production of casein amounted to approximately 
42 to 48 million pounds as the table on page 4 shows, or better than 
two-thirds of the annual usage of 55 to 65 million pounds. 

In 1952, domestic production dropped to a low of about 7 million 
pounds with imports hitting a peak of 57 million. 

Production in 1953 will be probably 5 million pounds or less. We 
predict 3 to 5 million For all practical purposes that means no 
production. 

A large domestic market for skim milk, gentlemen, in the form of 
casein is being lost. I would like to emphasize this point to your 
committee. We are losing this market at a time when the dairy 
farmer and the dairy processor must seek new markets to avoid con- 
tinuing dependence on milk product price support programs. 

It may interest you to know that the annual production of 40 
million pounds or more pounds of casein is equivalent to 130 million 
or more pounds of skim milk powder. 

That quantity of skim milk powder is 60 percent of what this 
Government purchased in its 1952-53 price-support program on skim 
powder. It is a big market that we are talking about 

Skim milk which formerly went into casein is now being forced into 
skim powder manufacture for sale to the Government. We are doing 
just that in our own business so I know it is literally the case. Forcing 
milk into skim powder is adding a very definite further burden to the 
Government under the price-support program. 

I would say that the plight of the domestic casein industry is a very 
live example of the serious consequence of having a price-support 
program on milk or dairy commodities in effect without adequately 
controlling the importation of the same commodities which compete 
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directly and which can enter at comparatively low duty and freight- 
paid prices. 

Removal of import controls on casein, while other dairy commodities 
remain under control, or even under embargo, is in our opinion, 
Mr. Chairman, a discrimination to this industry. 

This discrimination is adversely affecting it. Recent embargoes on 
powdered milk have the effect of forcing additional milk in outside 
countries into casein. 

In other words, if they cannot make milk powder then they will 
turn to casein and that comes in here. This country is literally be- 
coming a dumping ground for this dairy commodity. 

In our opinion, duties or fees are not and will not be effective in 
controlling the importation of casein. The reason is simple. You 
have currency devaluation, you have manipulation of exchange rates 
and in some countries they will have particular rates for particular 
commodities. 

The amount of duty, in this case it is 2% cents, is simply of no 
consequence. We believe further that the quantitative control of 
dairy commodity imports is necessary. This is a statement which | 
know is not new to this committee. We must have those controls 
while support programs on milk or related products are in effect in 
the country. 

I would like to comment briefly on legislation. Legislation covering 
import controls of dairy commodities should in our opinion allow 
immediate action to be taken to impose quotas or even an embargo 
when and where necessary, and it should be done with a minimum of 
discretionary power in terms of the administration of that legislation. 

I would like to conclude by saying that casein is a basic dairy com- 
modity and should be subject to import control while we have support 
programs in effect on milk in this country. 

That is my summary, Mr. Chairman, and I thank you for this 
opportunity to be here this morning. 

The CHarrMan. You have presented another new problem which 
this committee had not had before. We appreciate your being with 
us to do that 

Are there any questions of Mr. Brereton? If not, we thank you 
again. 

The committee has a letter from Mr. V. O. Jarvinen, 99 Hudson 
Street, New York City. Mr. Jarvinen is representing the importers 
of Finnish Swiss cheese. It seems entirely proper that this letter be 
made a part of the record 

The letter is as follows:) 

NEW YorK 13, N. Y., May 2, 1953. 
The SeEnaTE AGRICULTURE COMMITTEE, 
Senate Office Building, Washington, D.C 

GENTLEMEN: In the course of the present hearings by your committee regarding 
the prevailing dairy-products situation, and, particularly, relative to the plight 
of the domestic swiss cheese, I understand that testimony has been presented to 
vou to the effect that, among others, importations of Finnish swiss cheese, below 
domestic swiss cheese prices, would have seriously affected the marketing of 
domestic swiss 

As the principal importer of Finnish cheese products, I should like to question 
the accuracy of such testimonies and, also, to present to you the true picture 
regarding the importations of Finnish swiss cheese into the United States: 

Historically speaking, during the years immediately preceding the recent war, 
importations of Finnish cheese, almost all of it being of swiss type, or processed 


) 
| 
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thereof, amounted from 1,000,000 to about 1,800,000 pounds a al Since 
the end of the war, the largest quantity of Finnish cheese was brought in in 1952, 
when the total quantity was 212,260 pounds 

Compared with the domestic swiss cheese production in 1952, some 105,000,000 


pounds, importations from Finland amounted to some 0.19 percent of the domestic 
production. 





In the light of these figures, it is quite apparent that such a small quantity of 
Finnish swiss cheese could not had any effect, whatsoev pe e domes 
production or marketing of the domestic swiss cheese This argument is valid 
even in the case that Finnish swiss cheese would have been sold at, or below 
prevailing domestic swiss cheese prices—which, to the best of my knowledge, 
has never been the case 

Since the end of the last: war, I have been the sole porter of Finnish swiss 
cheese from Finland. ‘Therefore, save one incident, which I shall explain later 
Finnish swiss cheese, which I have it iported, has never been sold at, or below 
domestic Swiss cheese prices ] ve today. whe n prices are the iowest mv 
sales price is 57 cents per pound, duty paid, ex warehouse, compared with the 
top-grade domestic price of about 38-40 cents per pound Cherefore. it seems 
quite absurd to blame Finnish, or any other imported swiss cheese, tor the present 
low prices and marketing difficulties, experienced | the domestic producers of 
swiss cheese 

The incident I referred to in the previous chapter was this: In addition to the 


swiss cheese, which was imported directly from Finland, there were, early this 
year, a few small shipments of Finnish swiss cheese, which were reexported from 
Western Germany, and imported into the United States. These shipment 


of Finnish swiss cheese were a small part of low-grade (C grade) swiss cheese, sold 
to Western Germany. The actual duty-paid cost price, according to the importers 


of this cheese, was 47-48 cents per pound, and not 40 cents per pound, as I under- 


stand someone has testified before your committee. At that time the top grade 
(A grade) domestic swiss cheese cost 47-48 cents per pound, f. o. b. New York 
Thus this low-grade Finnish swiss cheese, imported from Germany, cost more 
than, or just about the same, as the top-grade domest viss cheese Since the 
early part of this year, no more shipments of Finnis swiss cheese has arrived 
from Germany. 

In view of above, it seems obvious that there is no base, whatsoever, to an 
assertion that importations of Finnish swiss chees iid have influenced 
the marketing of domestic swiss cheese. To this writer it seems quite apparent 


that the actual reasons for the present difficulties in marketing of domestic dairy 
products, swiss cheese included, are to be found elsewhere but not in the importa- 
tions of infinitesimal quantities of swiss cheese from Finland 
Respectfully yours, 
V. O. JARVINEN 

The CuHarrMan. Tomorrow morning we will complete the hearings 
on dairy products, export and import of dairy products, by hearing two 
representatives of the United States Department of Agriculture. 

Also, tomorrow morning we will find time to hear Governor Aronson 
of Montana, who has expressed a desire to testify before the com- 
mittee on the matter of wool exports and imports. 

The committee is in recess. 

(Whereupon, at 11:57 a. m., the committee was adjourned, to 
reconvene at 10 a. m., Friday, May 8, 1953.) 

(Letter and statement filed by the American Chamber of Com- 
merce for Trade With Italy, Inc., are as follows: 

May 7, 1953. 
Hon. Greorce D. AIKEN, 
Chairman, Committee on Aariculture and Fore 
United States Senate, Washi) gton 25, D. ¢ 

DeAaR SENATOR AIKEN: Conflicts in dates of the hearing on dairy products 
by your committee and the Tariff Commissior ade it impossible for a repre- 
sentative of the American Chamber of Commerce For Trade With Italy, to make 
an appearance before your committee 

I am therefore attaching a statement made bef LO} 
Mr. Henry Andreini on behalf of the chamber. This statement clearly establishes 








644 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 





2) Italian cheese does not compete with domestically produced so-called 
} 


Italian varieties. because the price of the il iported product is in an entire ly 
differer und much higher, price category. 

3) Domestic production of Italian-type cheese has ir 1 SIx times if 
prewar level, whereas imports have declined steadily and sut ially 











} Italian consul ption has increased to the point where is little export 
able surpl There is no evidence that It increase exports to this country 
Indeed, Italy is substantiall Cc! ng its imports of cheese to meet requirements 

It is respectfully requested that this letter and the attached testimony 
M Andi before the Tariff Commission be made a part of the record of the 
heari of your ce itte 

Q erelv 1 rs 
D. J. Wal 
Washington Representat 
{ Cha é of ( i For Trade With Ita I 
S1 1ENT OF Mr. Henry A REINI BEFORE THE UNITED Start CARIFF 
COMMISSION—INVESTIGATION No. 6 UNpDER SECTION 22 OF THE AGRICULTURAL 
Ab rMENT Act A MENDED 


My name is Henry Andreini I am vice pre ident ff Schroede Bros II 
of New York City 








My appearances n behal f the Ame in ( amber of Col I Trad 
With Italy, I which is an organization of approximately 400 American im 
porters and exporter The primary f tion of the chamber to foster and 
promote two-way trade between the United States and Italy, and in this issue 
our hop to protect the trade in Italian cheese without prejudice to d tic 
producer 

In f Italia eSé | rt neces I iffe United States p luctio 
or I t ompet Ve rie tie i Oo er dai! products a d f his 
reasol ut ly follows that such imports ¢ 1 tt render ineffective or 
materia te th a program or operatior lertaken by the Depart 
ment of Agriculture 

The } lem of t Department of Agriculture and of tl lairy lustry 
T lat T I ] ter h ddar « ‘ ( il 1 ) fat ly ! r \ le t 1 
re i » betwee ese and ot r dairy produ eclud all types of cheese 
the fa mail that prod iract ti ind competition in the market 
place 1 e separate treatn t id ce leration of the various produ for 
the purp if this investigatio 

( eest commontl referred » as Italian t e al Pecorino ) i, Pro 

e, R a Parn ino, Romano, and Sb 

Pecor i f I eep’s mill l D lv 1 ot ympetiti 
witl et ! from e milk and i ubject to this investiga 

Shri t 1 rm of su titute for Parmesan: Is rt produc 1 i [tal in 
i 1 cla , var imports have be D untially of Ai bine 

t 1 tr er in I tt roduct should, there isa 
I reiated ( 1 { { pr ta 1 yuld ( i 
I t volum f impor ) itallan ce 

| I R made f ( | nislea eca | 

t pr ( l Ita 5.7 i | i ( i] ts ) 
forbidden by the Italian Governn All imports of this so-called Romano ar 

\ Originall ees ide from sheep k was k n as 
I i 7 i P rl Sard le i ce f I ) 

I i S linia, resp Prior to the war np if Romano- 
| | o-Sardo, true | 4 rod s, averaged about 15 mill 
‘ prest about 75 percent of che impor from Ital 
Ss ( ir, imports of Re i ide from lk from sour ther tha 
ita era 1 about 6 n pe is, Or roughiy two-thir f total im- 
por it are termed Italian-typ he Therefore a juantitative 
rest! ch 1 t iposed as a result of this vestigation should take 
into a t the fact that Romano made from cow’s milk is not an Italian cheese 


Otherwise, Italian products would be subjected to unfair and inequitable treatment. 


The Commission’s deter iation as to whether Italian cheese is practically 
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certain to be im porte 1 under such eonditions and sucl iantities as to re nes 
or tend to render ineffective or materially interfere anv program undertake 
by the Department of Agriculture should therefore be restricted to considera 
of the facts with regard to Provoloni, Provolette, R¢ ino, and Parmesano 
As I make reference to Italian cl i his stat ts referring to these 
four varieties 

It is evident that the controls currently in effect er n 104 limit imports 
of Italian cheese to a point ere there is nrescent aterial interference 














an agricultural progra: lhe question, then, is het future ports are 
practically certain to render ineffective or mate ha provera 
The most importar t cor 1deratior lr this regal 1 VO ‘ eT! pot tial I | S 
and this factor, in turn, must be related to lan produ 

I would like to introduce at t Ss pot as ex bit | 1 tabuilat n of Ita 
production, consumptior and ex] rt lata I - is prepared Tr 
official Statistics Tur hed t tl ( a vy the Ita \ strv of Agr re 
and Forests You will not that some of the ft I iatin to export 
slighthy fro official | ed es nort tati e 1th, 


the two are insignificant The figures unde ead Parmes 














Reggiano. Che figures relatir Provoloni in¢ Pre t To act ’ 
this exhibit, we ha prepa! an ul 9 
figures covering expo! 

These official statistic \ that ft lir { ’ : f mi and 
Increase in consumption of « ~ K cheese ital ted In @ substa i 
decline in exports as compared with t pre ir avel In t t pr r ve 
1956-39, ¢ 01 of tl ieties re | : lo 
ast 3 ve Ss, the iveraged a t LY e ( 4 

Ital t a matte tT fact i ! t | | f 
Import ot cheese rie { te ) 32 1 ‘ 
ciue yr sheep s-mlik ¢ =f re 421 | 
aspects whic tend to curtali € ports { Sta | 
xample, Unit States ( e Prov ' 3 
nha Wool te l cl . ’ 

} OT 4 ~ ) 
‘ Cada | ro ( 
if 1 i to s I i he 
‘ T i? | ( 
‘ , { ce 
‘ i ej 
T i } ‘ ! ) ; | 
Inve If 
Vv ul . { , A 
Ita rmet ) te 
it roducet ) 683.11 ) 
pounds rts i Italy e 32 milli pou i 715 
million por Of this 715 j ' 672 “ , 
LO me ¢ s n LO Ie ] j , p 
uble surplus of 43 mill pe 12 Of 
these total exports, 18 n Unite ( 
5 millio ounds of the \ s el ’ ' - 
mi vere exported to this « 

Lt Italia ( ( j 
compet j 

Italian che el izhner ilia 
LW ld ff i ( . 
Wholesale Price for Imported and D ' silk Sedeaintt 

texhibit . i t r ) ; | | 12 | ’ Q 
New York Ci : j 

You ll note that in t , 
rom 72 to 82 cer per pour ) riler 8 lr 
counterpart range n price from 49 t 55 t 

At retail Italia Provoloni nand pe t » 81 AN ner — noma 

e domestic tvpe is sold e ss t i 59 to & 5 


per pou | 
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The price of Italian Parmesano at wholesale to jobbers is 92 to 99 cents, as 
against a range of 62 to 70 cents for the domestic cheese of the same name. At 


the retail level the price of Italian Parmesano is $1.19 to $2.40 per pound as 
against 79 cents to $1.19 for the domestic and 80 to 99 cents for Parmesano from 
Argentina 

rhe legislative history of the notorious section 104 is long and interesting. 
I will spare the Commission a full recital, but I want to quote from the conference 
report to accompany 8. 2594, Defense Production Act Amendments of 1952, 
making reference to section 104 

“The committee of conference desires to make it clear that this authority is not 
to be exercised with resnect to types of cheese, such as Roquefort and Switzerland 
Swiss, whi because of their United State selling price are clearly not competitive 
with domestically produced chees« (Italics added.] 

Please not the clearly evident intent there was to acknowledge that all cheese is 








/ 


not competitive. 


The use of the terms ‘“Roquefort”? and “Switzerland Swiss’’ was clearly an 
T 


example of intent wl ich would apply eq ially t » other ty pes of cher se, which, O 
quote, ‘“‘because of their United States selling price, are clearly not competi- 
tive * * x 9? 

If the conferees had intended to limit the exemption to Roquefort and Swiss 
cheese. the ould not have used the language ‘‘such as”’ preceding the terms 


Roquefort and Switzerland Swiss.’’ These two varieties provided commonly 
known examples of the types of cheese which, because of price, are not compet- 
itive with domestic production, and the Italian cheeses are without doubt in 
that category 

We have consistently held, and we still maintain, that the Secretary of Agri 
culture failed to interpret the intent of Congress correctly when he continued to 

















apply quotas to Italian cheese after June 30 of last year Without going into 
further details of the legislative history of section 104, we nevertheless also insist 
that recognizing that the factor of price should be considered the Congress also 
understood that the problem then before it was confined to imports of Cheddar 
cheese and, for a time, to blue mold 
In add on to th nonc pevitive 1 yf Allg ‘heese b reason of its 
her pri the degree of competition r reasons, the m« 
of which is that the major cheese are people of 
id other foreign origins, and a small group of connoisseurs. The market 
cheese is relatively 1 cted } there are concen 
F population of foreign born an ynsumers. Domestic 
cheeses enjov the advantages of lowe1 , broader geographic ‘distribution 
br { name advertising and effective re 
seeunte: at i Italian cheeses covered by this investigation represent only a 
sn nercenta of domestic production i consumption. We have no informa 
tion as to domestic production of these tvpes prior to 1948 Based on unofficial 
information as to United States production of Provoloni, Provolette, Parmesano 
and Reggiano types for the past 5 vears, averaging 18 million pounds the ratio of 
imports to production was 16.7 percent The ratio of imports of all Italian type 
ese from cow’ to United States production of these types was 8.1 percent 
in 1952 
We are aware that in recent vears a substantial proportion of the domestic 
pr duce n of Italiar type cheese has been of the so-called ‘‘soft’’ or ‘‘fres} 
types, and it is my understanding that in 1952 almost half the production was in 
the soft tvpes. If this information is correct, the fact still remains that domestic 
production of hard Italian ipled since 1935, whereas imports of 
Italian cow’s milk cheese ve declined by approximately 25 
per t Imports of the h I have referred to subject to 
t i sti on have de nt using averages for the vear 
1935-39 and 1948-52 , 


In the absence of any agricultural program controlling production or distribu- 
tion of domestically produced Italia type cheese, there is no justification for 
establishing controls over imports of the original Italian products, which, for the 
reasons stated above, are not competitive as to price, area of distribution, or in 
terms of their ratio to domestic production and consumption. 

The facts I have just enumerated apply with even greater force to the effects 
of imports on the program of the Department of Agriculture with respect to 
cheddar cheese, which is the only type of cheese under price support. 

he Italian cheeses differ from cheddar in shape, flavor, color and use. There 
is also the factor of a great price differential. In addition, domestie production of 
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Italian ty pe cheese can, and probably will, ec a ve e past 
3 years, whereas imports of Italian cheese are not likely to increase in view of its 





high price, limitations on production and increasing home consumptio1 \ 
maintain that the recent Government purchases of cheddar cheese and the possi- 
bility of future purchases to support the price of cheddar che e does t constitute 
a program which is subject to material interference by imports of noncompetitiv: 
products. 


Cheese consumption in the United States is at the highest level in history 
The problems of the dairy industry come from causes entirely unconnected with 
imports of cheese. \ declining consumption of fats and ls and the inroads of 
oleomargarine on the butter market have displaced gh priced butter If é 
keep out 40-50 million pounds of cheese, the probiem would in a ropaduily be 
worse ned for the follow ng reasons 

First, such an embargo might encourage an expanded production of milk crea 
ing further problems for the administration 

Second, it would have the effect of discouraging ce mptio1 We mainta 
that the presence of foreign cheese on this market stimulates overall cheese 


consumption. 
The extent to which imports could interfere with a program of the 
of Agriculture would seem to depend largely on th ective of th 








the objective is to increase returns to producers, the o necessity for limiting 
imports of Italian cheeses which command a higher pric Chere i hei 

pread to enable domestic producers to close the I lare vé » do so 
From a practical standpoint, support prices wil oO pre t a decli 
price, and continued production at current levels w ep stor at a |] 
which should prevent any inerease in price In view of these facts, the va if 
the program would be questionable 

If the objective is to increase productior P the Cor | \ hat his has een 

progressively accomplished, and as it was being act plished, imports progres- 
sively decreased from prewar levels, even before Im} l ol tro Inder 


section 104 
If the obje ctive of the De partment is, as recent tated |! secretary, to 





encourage and assist the dairy industry in efforts to step up its advertising and 
merchandising programs and practices toward produ for the market rather 
than for the Government, then let us recall that, as in the case of many other 
agricultural products, it was the consumer acceptance of imported cheese which 
had a great bearing on the successful introduction of tat (merican produc- 
tion. Volume of sales, in the case of cheese lepends to a large extent on ava 

ability of many varieties. The average middle-income America ousewife uses 
chee e largely as a treat rather than as a di ary stapl I possible exception 
of cheddar cheese. Despite the great increase in per capita consumption over thi 
past 20 years, the cheese dollar i pent primal I ertaining and sna 

purposes, Foreign cheeses cater particularly to t I s here that va I 

of taste, color and appearance play a large part in « mer acceptance and, In 


turn, in the volume of tot 
Whatever the objectives of the Department of A ( ( = ious that 











the only thing that the various dairy products und nves ut hay 
common is that they are } ljuced from animal 1 | re no direct f 
chanveabilit v 01 Chis is part iriv tt ed aos ports 
of itahan cheese wili not liuecrea consumptio! . A ican produced cheest 
or other dairy prod icts 

An intensive a¢ y and sal pro ) f he of the ry 
industry, v w be e d ould | ‘ reasi 
capita const . partic vy if accomp Ovel f qua 
and aband f imitatio I e\ f ‘ ’ 
any ich efforts sl ild be eff i hi ! ) j 
producers an even larger share he a t t { enjoy. 


(The following table and exhibits are on file with the committee:) 


Table, Italian cheese made from cow’s milk, United States production and 
ports for cor mption, 1935-52 

Exhibit 1, milk and da products, Italia ro 

Exhibit 2, exports from Italy of Provoloni, Provolett Parmesano and Re iat 


ch ese 

Exhibit 3, comparative wholesale pric for norted ar lor e Pr oni 
and Parmigiano 

Exhibit 4, retail price at 12 representative stores in New Y¥ 
LY5é 
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STATEMENT FILED BY THE Book PAPER MANUFACTURERS ASSOCIATION, IN¢ 


New York, N. ¥ 


The manufacturers of coated paper in the Book Paper Industry are presently 





using approximately 35 percent of the total amount of casein annually consumed 
in this country Mr. Brereton places this average annual consumption at from 
55 to 65 million pounds (hese manufacturers wou like to continue to use 
casein in the ma ufact ire of some of their coated papers and will do so unless the 
cost of casein makes its use impossible 

Some 35 years ago all coated papers produced by book paper manufacturers 
were made with the use of casein Chat situation no longer exists By virtue 
of technological improvements, today a very substantial portion of coated book 


papers is manufactured without t! ise of any casein Beeause of the ability 


( 
foreign casein, as Mr. Brereton states, at prices ranging from 15'% to 











cents a poul d, it is still possibile for manufacture rs of eoated book papers to 
ure of higher grades of such papers. ‘To the extent that 


import restrictions are placed upon casein, the manufacturers of coated book 


use casein in the manufac 


papers will be unable to secure casein at any such price, for Mr. Brereton has spe- 


cifically testified as follows: 
Mr. ANDRESEN. What do you have to get for your casein wholesale at the 


+ + + - } ; ” 
preset! time oO eover your Costs O production: 


RETO? Depending upon the actual price for milk, it would be of the 





ents a pound Between 
At any such sustained price for ca there would be an immediate sharp re- 

n in its use by manufacturers of coated book papers. They will at once 
And there will be a rapid and extensive 
actory substitutes for casein in the 





turn to the use of substitutes for casein. 








developn ent, throug! necessity, of satis 
manufacture of coated book papers which will continue until casein is driven out 


of the market insofar as the manufacture of coated book papers is concerned 
Casein is not an indispensable commodity in the manufacture of coated book 
papers 


Moreover, possible } 


lucers of casein will turn to the manufacture 
a reasonably permanent market at 





of that product only if t! 


t assured of 


a price will realize at least as satisfactory a return as does the manufacture 
of milk r Milk powder does realize a satisfactory return to the producers 





thereof because the Government has assured an unlimited market at the supporting 
price 


Milk powder and casein are produced from the same basic product, skim milk 


a 
fF +} 





| production of one of 1ese products precludes the production of the other 
Therefore, we find that a great majority of the domestic manufacturers, capable 
of producing casein, have turned to the production of milk powder Of course 
there are a few concerns, two of which were represented by Mr. Brereton, which 
make lactose (milk sugar) from whe} To do this they must dispose of the solids 
fror Viie ca nis made anc to have a protected market which 
would give em a higher price Dtain in competition with imported 
casell expe tially since, as Mr dd, tne domestic capacit' to 
provide lactose is now in exce f d 1, in addition to which, foreign lactose 
is being imported 

The nub of the problem is simply this The manufacturers of coated book 
papers will not use casein in any substantial quantities if they have to pay a price 
of from 35 to 42 cents a pound over any extended period of time Research has 
already extablished that there are a number of substitutes which, assured of a 
continuing demand, can be manufactured and used at prices far lower than 35 to 
42 cents a pound As such substitutes would come into use, there would be a 


constant erosion of the market for casein which would inevitablv lead to the 
complete elimination of casein at a price of 35 to 42 cents a pound in the manu- 
facture of coated papers 

Book PAPER MANUFACTURERS ASSOCIATION, INC 


By Merritt R. Smeetu, Managing Director 


’ 
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FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


WEDNESDAY, MAY 6, 1953 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND ForREsTRY, 
Washington, a G. 

The committee met, pursuant to adjournment, at 10:30 a. m., in 
room 324, Senate Office Building, Washington, D. C., Senator George 
D. Aiken (chairman) presiding. 

Present: Senators Aiken, Williams, Hoey, and Holland. 

The Caarrman. Now we will continue with the testimony on 
exports and imports of dairy products. 

This morning we have two witnesses, both from the United States 
Department of Agriculture. The first is Floyd E. Davis, of the 
Foreign Agricultural Service 


STATEMENT OF FLOYD E. DAVIS, HEAD, LIVESTOCK AND WOOL 
DIVISION, FOREIGN AGRICULTURE SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Davis. Mr. Chairman and members of the committee: The 
potential impact of imports of dairy preéducts into the United States 
is largely the result of three developments which have taken place 
since the period prior to World War Il. These three developments 
particularly affecting dairy products are in addition to the overall 
situation of generally higher price levels in the United States and the 
tendency of foreign countries to secure access to United States mar- 
kets through devaluation of their currencies in terms of dollars and 
through other trade regulations encouraging exports to this market. 

First the three principal exporting countries of New Zealand, Den- 
mark, and the Netherlands have made some decided improvement 
in efficiency in the production of milk and dairy products. All three 
countries have made marked advancement in the handling and pro- 
ductivity of pastures. In addition, Denmark and the Netherlands 
have greatly increased the production and use of fodder beets and 
other root crops for feeding dairy animals. At the same time they 
have found that the quantity of protein feeds, such as oilseed cake, 
can be reduced by 15 to 20 percent from prewar levels and milk 
yields still be maintained. While part depends upon imports of feed 
concentrates, the milk production per cow for Denmark for the 3 years, 
1950—52, has averaged 7.5 percent above the 1934-38 average and the 
comparative increase in the Netherlands has been 8.2 percent. These 
increases are significant in that they have been made at the same time 
that the input of concentrates has been lowered. 


649 








650 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


New Zealand, which operates entirely on a grass economy, has im- 
proved their pastures to the extent milk production per cow has 
increased 1.3 percent for the past 3 years in comparison to the 1934-38 
average. These increases in annual milk production per cow are 
beyond relatively high prewar averages. In addition, New Zealand 
dairymen have increased the carrying capacity of their pastures and 
now have 6 percent more cows than 15 years ago. These factors are 
of considerable significance in the competitive aspects of the United 
States dairy industry which operates in an economy in which feed 
concentrate prices are supported well avove the world level. 

The second factor relates to the United Kingdom market for dairy 
products which historically and currently is by far the major market 
for the exporting countries. It has always been the mainstay in the 
price structure of the dairy industry in the three principal exporting 
countries mentioned above. The situation in that market has 
materially changed since before World War II. Butter, cheese, and 
preserved milk products have long been important in the diet of the 
average worker in the United Kingdom. 

During and since World War II the Ministry of Food in that country 
has heavily subsidized the consumption of these products, especit ally 
butter. Inasmuch as these subsidies have been sizable in the expendi- 
tures of the United Kingdom Government, they have attempted to 
minimize them by contracting with principal exporters for an extended 
period of years for most of their exportable surpluses. Under the 
attraction of continuing markets the United Kingdom Government 
has been able to contract at a low price in relation to the prices of 
dairy products elsewhere in the world. 

At the same time, in the case of butter, the competition from other 
edible oils, including whale and fish oils and vegetable seed oils, has 
greatly increased. The fullsimpact of their availability for use in 
margarine has not been felt because of the relatively low level of 
prices at which the United Kingdom Government procures butter 
under contract. The exporting countries have given close study to 
other outlets for their products and as markets become available at 
prices in excess of the United Kingdom purchasing prices, such 
countries are prepared to reduce the quantity offered in future con- 
tracts. As this happens the United Kingdom consumption of butter 
will shift to table spreads made from competing fats and the con- 
sumption of cheese will drop toward prewar levels. 

The third factor relating to the impact of foreign dairy products 
upon this market relates to the availability in the United States of 
goods which those countries desire for which they need dollars to 
consummate purchase. New Zealand, for example, finds United 
States rubber-tire tractors and, in some cases, our crawler-type 
tractors, very suitable in their programs for improving and maintaining 
their pastureland. Denmark and the Netherlands have need for a 
wide range of United States industrial goods and to some extent farm 
products for which they have been anxious to acquire dollars for 
purchase. 

All three of the above developments tend to increase the quantity 
of dairy products offered for sale to the United States market which 
has a high level of prices by virtue of the general support program 
on farm produce ts in operation. The exporting countries have demon- 


ee 
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strated considerable flexibility in shifting to those products which 
have been able to gain entrance to this market. 

Inasmuch as there is considerable flexibility in the use of milk in 
the United States as well as in major exporting countries, there is a 
high degree of relationship between the price of milk and that of 
products made from milk and among the various manufactured dairy 
products. The effect of imports of dairy products such as butter, 
cheese, and dried milk tends to be felt throughout the industry. 
Unrestricted imports, under the conditions described above relating 
to the principal exporting and importing countries, would tend to 
create marketing problems in the United States. 

Secondary to the principal developments abroad relating to the 
quantity of dairy products offered for shipment to the United States 
are such factors as favorable exchange regulations governing dollars 
earned on diary products in this country, the failure to pursue mar- 
keting and merchandising programs that would not disrupt the United 
States market and the attitude on the part of some that entrance to 
the United States market is a right rather than an acceptance to be 
won by sound marketing programs and the development of mutual 
understandings. 

Some experiences of foreign suppliers over the past 3 years will 
undoubtedly help in future efforts to secure acceptance of*specialty 
products in this market. As acceptance is won the volume might be 
increased without slashing prices. Too much of the imports of dairy 
products beginning in 1950, after the devaluations of most foreign 
currencies in September 1949, have been on the basis of exploiting 
the sudden price advantage rather than building enduring markets. 
This situation has been aggravated in some cases by regulations of 
some foreign countries that made it possible to sell commercially, at 
a premium, dollars earned by exports of dairy products to the United 
States. 

Exports of dairy products from the United States may also be 
found to be subject to a considerable element of acceptance in the 
market to which destined. Many of the countries with a deficit in 
dairy products, especially countries in the tropical areas in Latin 
America and elsewhere, have the dollars with which to purchase dairy 
products but wide usage in those areas has never been develope id. 
While commercial exports of dairy products from the United States 
are not expected to loom large in comparison to the overall output in 
the United States, such outlets might be further developed for sup- 
plemental dairy ns ts and for other dairy products which can be 
produced economically in ¢ nection with processing for United States 
markets. 

Availability in the United States of the traditional dairy products 
that move in world trade and of specialized dairy products has been 
more important in the purchasing by foreign countries than has the 
actual prices for the product. More recently, however, the availa- 
bility from other exporting countries at prices under United States 
levels has been a factor in the decline of exports from the United States. 
Commercial exports from the United States of nonfat dry milk, infant 
and dietetic foods, ice-cream mixes and consumer packs of dry whole 
milk, cheese, and canned milks will largely depend upon the efforts 
made to secure acquaintance and acceptance on the part of the foreign 
consumer unfamiliar with such products. Many of these products 
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which involve considerable in the way of labor and techniques going 
into the preparation and packaging can be sold competitively in the 
world markets. 

While other things besides price enter into the possibility of export- 
ing dairy products from the United States, price does play a significant 
part. Consequently the maintenance of support prices on dairy 
products in the United States above world levels is a factor in limiting 
the exports from the United States. In the meantime, there is the 
problem of retaining markets which United States exporters have 
built up over a period of years and in which foreign competition is 
now being keenly felt. In those markets in which considerable pro- 
motion is required, the availability of products for export at prices 

low as possible would be helpful in gaining wide acceptance 

Mr. Norton’s statement which follows, indicates the trends in 
production and utilization of milk in the United States. He also 
touches upon production and supply in foreign countries as back- 
ground for evaluating potential imports. I would like to supplement 
the foreign information with the latest information we have been able 
to glean from recent reports from abroad, 

Over a period of years we have been able to compile reasonably 
accurate information on complete milk production and utilization for 
14 countsies, including the United States. Output for these countries 
represents over one-half of the milk produced in the world and nearly 
all that is concerned with world trade. Omitting the United States, 
which is the hub of our problem and which bulks heavily in the 
country totals, some interesting comparisons can be made from the 
totals of the remaining 13 countries. ‘Total milk production in 1952 
was 5 percent greater than for the average for the 5 years 1934-38 
The quantity used in fluid form increased by 26 percent, however, 
and the quantity remaining for manufactured dairy products and other 
uses declined 3 percent. The increase in fluid use has more than 
kept pace with the increase in population. The quantity of milk 
utilized in the manufacture of butter in 1952 was 12 percent below 
1934-38. On the other hand, 17 percent more milk was utilized 
the manufacture of cheese. 

Prospects pot to the maintenance or a slight increase in milk 
produc tion for the above group of countries in 1953 as compared with 
1952. Pasture conditions appr ar promising and in some cases there 
is an increase in cow numbers. Nearly all the increase will be used 
in the manufacture of opiasta. Recent reports from abroad indicate 
that more of the increase will go into the manufacture of cheese than 
for butter. 

It may be concluded from the above information that supplies of 
dairy products available for export ‘from foreign countries in 1953 } may 
be sli rhtly higher than in the last several years. In the longer run, 
however, as populations increase in producing countries, less milk w ill 
be available for manufactured dairy produc ts to enter international 
trade. 

The CuarrmMan. Thank you, Mr. Davis. I notice you state that 
the maintenance of support prices on dairy products in the United 
States above world levels is a factor limiting the exports from the 
United States. I am wondering if the support levels were lowered 
in the United States whether that might mean that the other exporting 
countries, in order to sell their commodities, might still come down a 
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little lower | have been thinking quite a while on this matter of tl 
support levels, the high support levels limiting the amount of exports 


from the United States. 

| FO to won lering if the high support leve is do not have the ( tte et 
of supporting prices in some of the other countries enabling them to 
charge higher prices. 

Mr. Davis. I think there would be an effect in that direction 

The CuHarrmMan. Are there large deficit areas in the world as far as 
milk consumption is concerned 
Mr. Davis. I think in Central America and South America we h: 
the large segments of the poy 

The CHarRMAN. And that ts true of parts of Asia? 
Mr. Davis. That is right If dairy produ ts were ] riced lowe e | 


think more ol those people could be introduced to mill and that it 

wouldn’t necessarily crowd out foreign production if our products 
| i: } - . ‘ . } } { | 

were merchandised and lf the market were extended rather than just 


‘ie ‘ ; 
replacing certain parts of it 
TY sd Nite aie Do 1 » thimk i4 wild he s all possible ft nat 
he CHAIRMAN. VO you think 1b WOU dg be at all possibie t »> expand 


the world consumption of dairy products through cooperation of the 
other producing countries? We couldn’t do it exactly as we do in th 
ca se of the wheat acreement, bu is if possib! ft D oducing coun- 
tries to work together to expand their markets? Sometimes it seen 


1e 
to me that it is not the amount of dairy products hat have been intro- 
duced into the United States, or the amount of other agricultural com- 
modities, it is the fact that those commodities are introduced some- 
times for the purpose of breaking the market that bothers us 

Mr. Davis. I think you have a very good point there, Senator, and 
[ think it could be worked out. There is some possibility of taking 
the surpluses of this country and other countries and joining up to 
introduce dairy products in areas of the world that could use them 


Kor example, nonfat ary Muk IS a whol some food and a pretty cheap 
food compared with beef and other foods. There are huge segments 


of the population abroad which could be benefited from its use 

Senator Wiiurams. Do you think the export markets are an es- 
sential part of the dairy industry of the United States? 

Mr. Davis. I would like to call your attention, Senator, to the 
second chart here which would tend to indicate that DV tar the bulk 
of our production goes to United States consumption. 

Senator WituiaAMs. I understand that you thought the hi 
port prices might have a tendency to restrict exports; is that correct? 

Mr. Davis. That is correct 

Senator WiLuiams. How do vou r ‘concile that statement with the 
recommendations of the Secretary recently to continue the support 
of butter at 90 percent? Do you think that decision will restrict 
further our decision to expand our markets? 

\ir. Davis. Our present support levels, | understand, are a tem- 
porary thing rather than being envisioned as continuing over a period 
of years. ‘To the extent that they are high in 1953, I think our 
exports will drop some this year 

Senator WILLIAMS They are temporary, but they were scheduled 
to expire around March 31, 1953, whereby they could have auto- 
matically gone to a lower support price. ‘That decision of the Secre- 
tary to extend the 90 percent support level was discretionary, was it 


not? 
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Mr. Davis. Yes, sir. 

Senator Witurams. Then it is your opinion that the decision to 
continue the support at 90 percent will restrict our ability to export 
some of these commodities? 

Mr. Davis. I think it will, sir. The second chart shows that by 
far the larger segment of our industry is based on the domestic mar- 
ket, and therefore I would expect that in making that decision the 
Secretary had other factors to consider that greatly outweigh the small 
exports. 

Senator Wiiirams. Can you think of some of those other factors? 

Mr. Davis. I am more concerned with what is happening abroad, 
in the dairy industries abroad. I would prefer Mr. Norton to answer 
that question. While I follow the domestic field, I am not a specialist 
In it. 

Senator Wituiams. You were speaking of the exporting of these 
dry milk products. Do you have to recondition this milk as you 
export it? How long does dry milk stay in good condition? 

Mr. Davis. The nonfat dry milk will stay in good condition for a 
considerable time. 

Senator WiitrAms. What do you mean by “a considerable time?” 

Mr. Davis. I would say for at least 2 years. 

Senator Wittiams. Without getting hard where it would have to 
be reground? 

Mr. Davis. It would not have to be reground. I understand that 
some samples are 2 years old and still in good condition. I am speak- 
ing of the nonfat dry, rather than the dry whole milk which has fat 
in it 

Senator Wiitiams. How about the dry whole milk? 

Mr. Davis. Dry whole milk has fat in it and it does tend to become 
rancid and, unless it is packed in vacuum pack, in tins, it will deterio- 
rate rather rapidly. 

Senator Wittrams. How do you pack it? 

Mr. Davis. For most of our markets in Central and South America, 
it is packed in consumer-size, up to 5 pounds vacuum packed, and in 
tins. We have had a good market for that product in Venezuela and 
other places. 

Senator Wittrams. How do you store the milk in this country? 

Mr. Davis. I think I will have to leave that question for Mr. Nor- 
ton. He is in charge of the Dairy Branch and is familiar with that 
program. 

Senator WituiaMs. That would be important in view of the fact 
that you say it does go rancid, which I am sure it does. I am wonder- 
ing whether you are finding some of this milk out of condition where 
it is not suitable for export. Are you having any difficulty with your 
inventories in finding portions of it not suitable for export? 

Mr. Davis. I would have to refer that question to Mr. Norton. 
The storage program and so forth is under his jurisdiction. 

Mr. Norron. Senator, would you like me to attempt to answer it 
now? 

Senator Wiiurams. Yes. 

Mr. Norron. You were asking about whole milk powder? 

Senator WiiuiiaMs. Yes. 

Mr. Norton. We do not buy whole milk powder under the support 
program. We buy only three commodities: butter, cheese and non- 
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fat dry milk solids, which is not of the whole milk variety Phe 
butterfat is taken from the nonfat, and it stores successfully for about 
18 months. A portion of that milk has gone from extra grade, which 
we buy it at, to standard grade, at which time on an offer-and-accept 


ance basis we offer it back to the trade for consumption. Any that 
goes below that, which it has—I cannot tell vou the exact percentage 


of our stocks that we have acquired since 1949—we sell back into the 
domestic trade as animal feed 

Senator WituiAms. You say it will keep about 18 months? 

Mr. Norton. Yes, sir. 

Senator Wintt1Ams. How much milk do you have on hand? 

Mr. Norton. We have about 170 million pounds on hand 

Senator Wiuuiams. Do you have the age of that broken down in 
inventory? 

Mr. Norton. I do have it. We have unsold in 1951, 961,490 
pounds. 

Senator WiuuiAMs. That is 1951? 

Mr. Norron. Yes, sir. I think it is safe to presume that that milk 
would all be of animal feed quality. 

Senator WiturAMs. How much in 1952? 

Mr. Norton. In 1952-53 we have 166,574,092 

Senator WituiAMs. When you say 1952-53, that makes a difference. 

Mr. Norron. Our program is operated on the marketing year 
basis beginning April 1, 1952, and ending March 31, 1953 

Senator Wiiu1ams. Was the 166 million all purchased after April 
1, 1952? 

Mr. Norton. Yes, sir. 

Senator WiiurAMs. It was all purchased since April 1, 1952? 

Mr. Norton. Yes, sir. I can vive you the May to March break- 
down. This quantity | mentioned has all been bought since April 
1952. 

Senator WituramMs. This 166 million pounds will start going out of 
grade from October on? 

Mr. Norron. Yes, I would think that is correct, although we have 
changed our specifications, our container specifications, and we think 
we will get a little longer carry than 18 months. Whether that is 
true or not, only the 18-month period will tell. 

Senator Wituiams. This 166 million pounds will have to be moved 
in some manner between now and October, or it will start going out 
of grade? 

Mr. Norton. Yes, sir, and we are moving it. 

Senator WiiuiiaMs, In listing this on your inventory, do you carry 
it at the cost price to the Commodity Credit Corporation? 

Mr. Norton. Yes, sir. 

Senator WiLitiams. Do you give consideration for the out-of-grade 
portion that you have? 

Mr. Norton. We do not advertise out-of-grade portions for sal 
at a fixed price. 

Senator Wriiiiams. I don’t mean that. The approximately 1 
million pounds that you had in 1951, which is out of grade today, will 
have to be moved at lower than the market price. Is that carried 
on your books at cost, or is it carried on the books at a revaluation? 

Mr. Norron. It is carried at our costs. 

Senator WiLu1AMs. Without regard to the grade? 


) 
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Mr. Norron. Yes, sir. 

Senator WixiuiaMs. I raise that point because at the time the Direc- 
tors of the Commodity Credit Corporation were up for confirmation, 
| made a suggestion that we reinventory all of our holdings, not only 

to the physical inventory but also as to the grade, and reprice it 
as to the exact valuation based upon its grade. 

\Mir. Norron. We can do that in the case of milk products. 

Senator WitiraMs. It would seem to me that we are carrying on our 
books inventory valued at several billion dollars when in reality we 
have a book loss now already established of not millions but perhaps 


hundreds of millions of dollars—losses which we know we are con- 


fronted with by these products having gone out of grade. 
I was wondering what action the Department has taken to make a 
| more realistic inventory, as you would in business; an inven- 
tory as to the physical amount that you have and a repricing as to 
its actual worth in today’s market. 
\Ir. Norvron. Senator, as far as Inventory is concerned in dairy 


products—-I don’t know about the other products—in dairy products 

we can tell you daily what our purchase inventory ts, we can tell you 

daily what portion of our product purchased is one grade or the other 
Senator WiiuiAMs. I would presume they can in all of this 

Vir VortToN. | would presume SO but I do not know. 

Senator Wi.t1AmMs. We have 200-some million bushels of corn 


years old. I presume they are carrying that as if it were all A—1 corn 
Mr. Norron. In their price, yes. But in our inventory actually we 
do not carr, it that WAV. 


Senator WiiuiAMs. | am speaking from the standpoint of monthly 
atements that come up to us and show that you have X dollars worth 
ot inventory. 
Mr. Norton. Is this the Commodity Inventory estimated as of 
such and suc h a date? 
Senator Wiuurams. Yes. 1 wonder whether or not you know—if 
ou do not we can check with others—whether they are making any 
effort to comply with that request to give us a physical inventory as of 
grade at the time the new administration took over. Do you know 
whether they are working on that or not? 
Mr. Norton. No, I do not. We have had no requests to make such 
an imventory 
Senator WitiiAMs. I requested that of the directors. 
Mr. Norton. | believe they did make that request, ves, sir; 1 am 


sorry. I believe that came through right after you made the request. 

senator Wii [LAMS. | am clad to know they are working on it. | 
think it is very important that we be realistic about this problem. If 
they are out of grade, there is no use kidding ourselves, the farmers, the 


taxpavers, or anybody else. We may end up and not have anywhere 
near as much on hand as we think we have. 
Mr. Norton. I guess probably the only thing I can say about that 
is that while we list all of our nonfat at 1744 cents cost to the Govern- 
ment, that is not a true inventory price, certainly. On the 961,000 
pounds that is off, | may not set the same price on the value of that 
milk that you may set. That would not make too much difference. 
Senator WituiaMs. No, but there is a way that the value can be 
established in a realistic basis, an appraised valuation. In fact, we 
have to establish that because we are selling it 
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Mr. Norton. Yes, sir 


(A supplementary statement on CCC financial reports and the 


charts mentioned hereinbefore are as follows 


DEPARTMENT OF AGRICULTURI 
PRODUCTION AND MARKETING ADMINISTRATI 


Washington 25, D. ¢ May 14, 19 
Hon. GreorGe D. AIKEN, 
Chairman, Committee on Agriculture and 
7 i Stat te 


DEAR SENATOR AIKEN: During the testimony of Mr. E. M. Norton. Dire 





Dairy Branch, before the Committee on Agriculture and Forestry on May 6 
1953, Senator Wiliams raised a question as to whether Co oditv Credit Cor- 
poration inventories were carried at cost regardless of condition of the co odit 

In order to clarify the record, it is believed that t following should be ie 
sidered and inserted in the reeord in connection wit! e answer to the specific 
question of Senator Williams 

Although Commodity Credit Corporation invento s are recorded at 
the Corporation considers that promt recognition of estimated losses in 
more accurate statements of financial condition and current operations For this 
reason inventory valuation reserves are utilized to redu inventor to e 
estimated realizable value based on all known factor cluding contemplated ulti- 
mate disposition. Estimated losses on dis; osition are reflected in current profit- 
and-loss statements and in the balance sheet of the Corporation Valuation 
reserves are adjusted monthly to reflect revised « iates of realizable values 
due to changing market prospects and all other own factors, acquisit f 
additional items on which reserves are necessar und dis ition of items for 
which reserves are provided 

As an example of the valuation reserves utilized ection with the Cor- 
portation’s inventories, as of March 31, 1953, « a ventory of 123 million 
pounds of dried milk carried on the records at a cost value of $21.5 million, a 
reserve for losses amounting to $17.7 million is pri led which results in a net 
book value of $3.8 million This result is set forth in schedule 14 of the March 
31, 1953, statement of financial condition and operations of the Commodity 
Credit Corporation and is also reflected in other statements contained there 

Very truly yours, 
PRESTON RicHat 
ict ] Ad 
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MILK PRODUCTION IN U.S. AND MOVEMENT OF MILK 
PRODUCTS ABROAD IN TERMS OF WHOLE MILK, 1924-52 
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DAIRY PRODUCTS: VALUE OF U.S. EXPORTS AND IMPORTS, 
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Senator WituiAms. You may proceed with your statement, Mr. 
Norton. 
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STATEMENT OF E. M. NORTON, DIRECTOR, DAIRY BRANCH, 
PRODUCTION AND MARKETING ADMINISTRATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Norton. Our future policy concerning our foreign trade in 
dairy products, especially our imports of these products, can direct! 
and profoundly influence the future course of dairying in the United 
States. It also can affect considerably the future course of our whole 
agriculture. It is therefore one of our important farm problems 

This problem should be considered AZAMSL A backeround of certam 
facts and developments relating to the importance of dairying in our 
agricultural economy 

Importance of dairying: About 38 percent of our farmers derive 
some income from dairying. Last vear, 2 million farmers, operating 
in all 48 States, received a cash income of $4% billion from the sale of 
milk, butterfat, and farm-made butter 

Great quantities of feed grains, wheat mill feeds, oilseed meal, 
molasses, and soil-conserving rough: age crops are converted into mar- 
ketable dairy products. Dairy cattle consume about one-fifth of 
grain and other concentrate feeds, including more than one-third of 
our oilseed meal. It is estimated that they consume the feed grains 
grown on 20 to 25 million acres and the byproduct feeds of many 
more millions of acres of wheat, cotton, soybeans, and peanuts 

Dairy cattle also eat over half of our hay and silage crops and more 
than one-third of our pasture and range feeds. Last year’s hay crop 
alone was harvested from 75 million acres 

These figures are impressive because they give us some indication 
of the amount of tillable land now devoted wholly or in part to the 
production of milk and its products. 

We will continue to be faced with a serious soil-depletion and 
erosion problem. The Congress, the Department of Agriculture, our 


State agriculturs il colleges, experiment stations, and extension service, 
farm organizations, and farmers themselves, are engaged in a great 
campaign to remedy the situation. This campaign, more than any- 


thing else, can assure our Nation’s capa itv to product adequate 
supplies of food and fiber for a future growing population 
The present nationwide grasslands program is one of the most 


import ant parts of the overall conservation program. \ favorable 
market for milk and other dairy products will encourage farmers to 
engage in soil-conserving grasslands farming \ poor dairy market 
will cause many of them to divert more of their land and other re- 


sources to soil-depleting cas} 

Production and consumption trends: The nutritional importance of 
milk and its products in the diets of the American people is widely and 
generally recognized. The prewar trend in production and consump- 
tion was upward. Milk production reached a peak of 120 billion 
pounds in 1945. Production in 1952 was 115 billion pounds. Mean- 
while United States population increased 12 percent 

The demand for fluid milk and most other ds ur products has been 
fairly good and the consumption of these products has been maintained 
or increased. C onspicuous by coutrast has les the decline in con- 
sumption of butter by one-third. The importance of this unfavorable 
development in the dairy market is indicated by the fact that even 


1 crops. 
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today butter is the outlet for nearly one-fourth of our total commercial 
milk supply. 

Imitation dairy products: A major cause of this decline in butter 
consumption and of the dairy price- support problems of recent years 
has been the competition from margarme. ‘Today increasing compe- 
tition from other products made from vegetable oils in semblance of 
ice cream and evaporated milk is more than a vague future threat. 
The production and sale of these imitation dairy products is permitted 
and is rapidly increasing in several States. 

A similar development in other States waits only a revision of their 
laws and regulations. Further extensive inroads of this kind could 
result in a continuous weakening of the market prices for real dairy 
products. 

Price supports: It has been necessary to purchase substantial 
quantities of dairy products during the last 4 years to carry out the 
requirements of the Agricultural Acts of 1948 and 1949. 

The act of 1948 required the support of prices to producers for milk 
and butterfat at 90 percent of parity. Large purchases of dairy 
products were made to carry out that requirement. 

The Agricultural Act of 1949 requires that we support producer 
prices of milk and butterfat at such level between 75 and 90 percent 
of the modernized parity prices as the Secretary deems necessary to 
assure an adequate supply. The act prescribes that we carry out the 
supports by loans on, or purchases of, the products of milk and 
butterfat. 

Large purchases also were made in the 1950-51 marketing year to 
support farm prices on the basis of 79 percent of the parity equivalent 
price for manufacturing milk. Market conditions improved in 1951-52 
and we made only moderate purchases to support 87 percent of the 
parity aren nt price for manufacturing milk. Farm prices of butter- 
fat and farm-separated cream were supported at slightly higher per- 
centage s of pariiy in those two seasons. 

The support level for the 1952-53 marketing year that ended 
March 31 was 90 percent of parity for both manufacturing milk and 
butterfat. We bought only moderate quantities of nonfat dry milk 
solids and a little cheese from April to November. Manufacturers 
and handlers stored part of the supplies produced in the flush produc- 
tion months as they usually do, and carried the stocks in storage until 
they could determine whether the supplies could be moved into con- 
sumer channels. 

However, milk production during the recent winter months aver- 
aged about 8 percent over a year earlier. Production of all principal 
manufactured dairy products was far above a year ago and in some 
cases large enough to meet the winter demands at prices comparable 
to the support level. 

Contributing to this increase in production was the lower prices of 
meat animals and other farm commodities, an upturn in the number 
of milk cows (after a 7-year decline), liberal supplies of feeds and mild 
winter conditions. As a result of this situation the Department again 
purchased substantial quantities of dairy products. For the market- 
ing year ending March 31, 1953, we purchased 143 million pounds of 
butter, 75 million pounds of cheese, and 212 million pounds of nonfat 
dry milk solids. 
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It should be noted that the quantities of dairy products purchased 
for price support purposes in 1949 and in the 1950-51 and 1952-53 
marketing years were equivalent to only about 3 percent of the total 
milk production in each of these periods. Yet the quantities pur- 
chased have represented very serious disposal problems 

We have offered the produc ts for sale back to commercial outlets 
in such manner and at such prices as would not interfere with the 
current support program. It has been possible to sell back to the 
domestic market only 37 percent of the butter, 16 percent of the 
cheese, and 12 percent of the nonfat dry milk solids acquired unde! 
the programs since early 1949. 

Dairy products are semiperishable and normally are stored for on¢ 
season only. It is not safe to carry stocks over a period of several 
vears as a reserve against possible drought or other emergency condi 
tions. It has been necessary therefore to utilize all possible n 
commercial outlets for disposing of dairy products acquired unde 
support program. 

Substantial quantities have been donated for use in school lunch 
programs and for welfare uses in the United States. Large quantities 
have been sold at less than cost to foreign governments, international 
agencies, and charitable organizations for shipment to foreign coun 
tries. 

Also substantial quantities have been donated to private welfare 
organizations of the United States for distribution to needy persons 
in foreign countries as authorized by section 416 of the Agricultural 
Act of 1949. 

Summarizing our support purchases and dispositions for the 4-yeai 
period from early 1949 through March 1953, CCC purchases totaled 


386 million pounds of butter, 211 million pounds of Cheddar cheese 


cl 


and 943 million pounds of nonfat dry milk solids. The estimated 
pure chase and carrying costs totaled $459 million. 

CCC recovered $174 million and experienced a loss of $132 milli 
on the products disposed of during that period As of April 1, 19 
the beginning of the current marketing year, CCC had an invento 
available for disposition amounting to about 122 million pound 
butter, 74 million pounds of cheese, and 169 million pounds of non! 
dry milk solids. Some additional purchases of all three produ 


were made in April under the current program 

The CHarRMAN. Were those purchases as large as they wer 
March or February? 

Mr. Norton. No, sir. I can give you the exact figures of thos 
months if you would like them, sir. 

The CuarrMan. You might furnish those for the record 

Mr. Norton. I might add that on the last day of March we bought 
11 million pounds of butter and 23 million pounds of nonfat and 8 
million pounds of cheese, just in the 1 day. 

The CHarrMan. That was an all-time record 


Mr. Norton. That is right 
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Availability eport of dairy products purchased under price-support program as of 


May 16, 1953 
SALTED CREAMERY BUTTER 


1952-53 program |1953-54 progran Total 


Pur ‘ Pounds Pounds Pounds 








December 16, 065, 067. 75 16, 065, 067. 75 
36, 217, 745. 7 $6, 217, 745. 7 
vy 38. 566. 978. 00 | 38, 566, 978. 00 
rua 4 ‘ ’ ‘ 
I 52, 498, 391. 2 2, 498, 391. 2 
4 25 R5 Re 7A 25, 185, 588. 7 
I 19, 844, 561. 00 19, 844, 561. 00 
143, 348, 182. 75 45, 030, 149. 7 188, 378, 332. 50 
52 “ 21, 192, 206. 00 21, 192, 206. 00 
’ 22 ) 030, 149. 7 167, 186, 126. 50 
CHEDDAR CHEESE 
: ) t 183 2, 789, 183. 2 
712.2 8,Y 12. 2 
448, O84. OO 17, 948 84. 00 
45, 559, 452. 50 45, 559, 452. 50 
27, 158, 698. 50 27 % 698. 50 
16, 942, 660. 75 16, 942, 660. 75 
75, 268, 432. 00 44,101, 359. 25 119, 369, 791. 25 
( ] 14 OO Yu 41. 00 
A bl 74, 119, 301. 00 44, 101, 359. 2 118, 220, 660. 25 
NONFA DRY MILK SOLIDS 
$94, 033. 2 194 
29, 615.9 29 75. 2 
42, 67 2 2 é 
86, 634. 337. 2 RF 34 7.2 
46, 2 75.7 219, 775. 7 
te O02. 2. & 7, 062. 2 
2 419, 497. 0 84. 796, S38. 00 9 f 25 00 
\ 51. 7¢ (“ 9, 941, 7 ”) 
30, 646, 180. ¢ O4e 30. 00 
10, 854, 475. 2 ), 854, 4 5 
44, 452, 420. 2 1 2, 420. 25 
165, 967, 076. 7 84, 796, 838. 0 250, 763, 914. 75 
" 190. ) 
2 25, 40 () 


Norton. Exports: A review of the international trade in 
dairy products and of foreign production and foreign markets for 
these products indicates that we can hope for only limited commercial 
xports of our dairy products and that we must continue to look 


u} to our own domestic market. 
ry 5 all tate Skeet ane! 1 oe ee ae es a 
riis lcauivy Our commerclal exports have been equivalent » less 
than 1 percent of our milk production. They have consisted mainly 


f _ f | lk ¢ lried hole milk to Lat A maricea 

Ol exports of evaporated milk and dried whole Mik to tin American 
5 ; . : ; or ; 

countries and other scattered areas where commercial aairying 1s 


indeveloped. Building these markets is a slow process. As our 


cen ahha ete 
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exporters develop them they soon encounter competition from foreign 
exporting countries. 
The large quantities ol dairy produc ts listed in publis! ed repol 


as exports during and immediately following the war vears have given 


some false impressions as to export outlets. The reports list annual 
exports since 1941 ranging up to 87 million pounds of butter, 308 
million pounds of cheese, 955 million pounds of evaporated milk 
152 million pounds of dried whole milk, and 331 million pounds of 
nonfat dry milk solids. 

Most of these so-called exports of butter and cheese, large per- 
centages of the evaporated milk and nonfat dry milk solids, and 
substantial proportions of the dried whole milk were directly o1 
indirectly financed by the United States. T 
foreign countries during and immediately following World War I] 
under the lend-lease program and the postwar assistance programs 

More recently they have been supplied by sale to foreign 
ments and international welfare agencies, such as the United Nations 
Children’s Fund, at below cost or have been donated for foreign relie! 
uses under section 416 of the Agricultural Act of 1949. 

Imports: Annual imports of dairy products historically have been 


hey were supplied to 


fFOoVer!l 


equivalent to less than 1 percent of our total milk production. Only 
occasionally have we imported more than a few million pounds of 
dairy products other than cheese. Imports of cheese during the 1930's 
ranged from 48 to 68 million pounds annually. They decreased during 


the war. They have since increased and totaled 49 million pounds nh 
1952. ' 

Price-support problems and losses have been experienced in recen 
years even though duties and other restrictions have been 1 
on imports of dairy products. The duties set by the Tarif Act of 
1930 were as follows: 


Butter , : 14 cents per po 

Cheese, all types 7 cents per pound, 35 per 
Dried whole milk 6\5 cents per p 

Dried skimmed milk > cents per pour 

Dried buttermilk 8 cents per poul 

Cream : 56.6 cents per gallo 
Whole milk 6.5 cents per gallor 


These rates continued through December 1947, except for certain 
tariff concessions granted under trade agreements entered into purs 
ant to the Trade Agreement Act of 1934 as extended. 

Further tariff concessions were made on dairy products under the 
General Agreement on Tariffs and Trade effective January 1, 1948, 
and at subsequent negotiations at Annecy, France, in 1949 and at 
Torquay, England, in 1951 in the form of duty reduction on eith 
unlimited imports or on import quotas 

The concessions included a decrease in duty from 14 to 7 cents pe 
pound on quota imports of butter and further decreases in duties o1 
most types of cheese, dry milks, and other dairy produ ts 

Import duties and agreements in effect as of early May 1953 provide 
for a duty of 7 cents per pound on imports of 60 million pounds of 
butter and 14 cents on imports in excess of that 
or 15 to 25 percent minimums on various types and varieties 
cheeses, 3.1 cents per pound on dry whole milk, 1 cents per pound on 
nonfat dry milk solids and dried buttermilk, 2.75 cents per pound on 


quantity; 5 to 5 cents 
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casein, and specified duties on whole milk and other dairy products. 
Imports oi one or more dairy products have been und r controls | 
since 1942. At that time under authority included in the Second . 
War Power Act, controls were established on major products pri 
marily to coi serve shipping y ae om to minimize cross internations al \ 
shipments of the same commodities. Subsequently, import controls 
were used to implement international allocations of dairy products 
agreed upon by the governments of the Allied countries. 
Soon after World War Il ended, import controls on all dairy 
products except butter were discontinued. Controls on butter were 
continued in 1947 and 1948 because of the worldwide shortage in fats 
and oils. In 1949, 1950, and the first 7 months of 1951, import 
controls were continued to permit the orderly liquidation of Govern- 
ment-owned stocks and were undertaken pursuant to legislative au- 


thority included in Public Law 590, 81st Congress. ; 
Since August 9, 1951, imports of certain types of dairy products . 
have been controlled by the Department of Agric ahare under the 
authority of section 104 of the Defense Production Act of 1951, as - 
nended, which will expire on June 30, 1953. That legislation 
directs the Secretary of Agriculture to limit imports of dairy products 
to such quantities as he finds will not 
pair or reduce the domestic production of any such commodity or produet 
sent production leve or below such higher levels as the Secretary of 
\gricuiture av deem necessary in view of domestic or international conditions, or 
e { the orderly domestic storing and marketing of any sue or 
rp r ecessary burden or expenditures und 
i | support progra 
™ on 104 provides that the Seer we ot As rriculture after estab- 
shing import limitations may permit additional imports of 15 per- 
nt of the import limitation in the interest of international relationships 
di trae 
Import controls on dairy products since August 1951 ma} be 
summarized as follow 
Importation of butter, butter oil, and nonfat dry-milk solids has 
een prohibited 
All types and varieties of cheese were subject to import quotas, 
based On Imports in recent years, from August 9, 1951, to June 30, 
1953. On July 3, 1952, import controls were removed from swiss 
heese, processed gruyere cheese, Roquefort and certain miscellaneous 
cheese, while imports of other types and varieties continue to be 
lumited to quotas. : 
Controls subsequently were removed from Pecorino and other é , 
Italian cheeses suitable for grating and made from sheep’s milk, 
from Stilt mn ches e and from cheeses processed irom Edam and 
Gouda The quotas im effect as of April 1953 are based on the fol- 
lowing annual rates: 
VU n pound 
( S ) 
3. 5 
| un irietis * 
Edam and Gouda 4 


Imports of casein were restricted by quotas from August 9, 1951, 
December 31, 1952, when this restriction was discontinued. 
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Imports of dried whole milk, dried buttermilk, and dried cream 
were restricted to quotas during the first quarter of 1953 and wert 


embargoed in the second quarter of 1953. 
Present import controls are effective until June 30, 1953 


Secretary Benson advised the President on \pril & that in the 
absence of restrictions after June 30, dairy products would be 


tically certain to be imported under such conditions and 
quantities as to render ineffective or materially interfe1 
support or other programs undertaken by the Department. 


l 


With 









prac- 
pre 


pt 


On the same date the President directed the Tariff Commission 


make an investigation and to recommend to him appropriate 
under section 22 of the As 


the existence of such facts, he shall by proclamation impos 


I 
quantitative limitations on entries of the produ ts as he finds ne 


in order that such entries will not tend to render ineffective or n 


ally interfere with anys h program The Tariff Commissior 


diately scheduled hearings to be Tin on May } 95 

Secretary Benson set forth tn some detail in his stateme 
this committee on April ) his belief that ontinued author 
import controls IS needed and his reasons wh he believed 
should proceed under section 22 

We are concerned more about the potential nports of da 
ucts than we are about the ave age quant ties that have beer 
in the past, although any substantial imports of most da 
under present conditions would intensify our ] support pi 
and result in lar r price-support p irchases _ re 
sons for believing that imports of dairy roduets would 


sharply if controls were terminated on June 30 


During 1951 and 1952 when imports of butter, cheese, and 
dry milk solids were embar r¢ dor restricted to otas, tore 
tries increased their production of other dairy products that 
subject to import controls, particlularly dried whole milk 
ment to the United States. Imports of dried whole milk 
United States increased from less than 50,000 pounds in 1949 


million pounds in 1952 
Thus dried whole milk went into many of the same uses, su 


cream production, that domestically produced butterfat and not 


dry milk solids customarily were used 


Dairy production has recovered in many foreign countri 


World War II. Milk production was greater in 1952 than the 
average production in Austria, Belgium, Denmark, Franc¢ 
Germany, Ireland, Italy, Netherlands, Norway, Switzerland, 
Kingdom, Argentina and New Zealand 

According to the latest available information, overall 
production of dairy products increased in many 
dairy producing countries of the world in the fourt 
and in early 1953 compared with a year earli 

The principal foreign dairy products exporting countries 


Zealand, Jenmark, Netherlands Australha Sweden Switz 


Argentina, France, Italy, and Canada 


Preliminary estimates indicate that the primcipal foreign export 


countries exported in 1952 on the world market about 846 


ricultural Adjustment Act Sect 
provides that if on the basis of such investigat n the Presiden 


pounds of butter and 682 million pounds of cheese. These expor 
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were equivalent to about one-half of the butter and over one-fourth 
of the cheese produced in those exporting countries. Foreign countries 
also produced and exported large quantities of dried milk, 

Many of the principal foreign-producing countries exported large 
percentages of their production of certain dairy products. In 1952, 
Denmark exported three-fourths of its butter and nearly two-thirds 
of its cheese production. The Netherlands exported over two-thirds 
of its butter and cheese production. 

Switzerland exported over one-third of its cheese. New Zealand 
exported over four-fifths of its butter and over nine-tenths of its 
cheese. Australia exported over one-fifth of its butter and over half 
of its cheese production. 

The prince ha importing countries for dairy products are the United 
Kingdom, Belgium and Luxembourg, Western Germany, United 
States, France, and Italy. The United Kingdom is by far the prin- 
cipal market for dairy products, particularly butter and cheese, 
entering international trade. 

Many foreign countries, by tariffs, rationing, export programs or 
other methods, have been seeking to keep down their imports and to 
maximize their exports of dairy products. 

A large part of the international trade among foreign countries in 
dairy products is conducted on the basis of negotiations among foreign 
governments with respect to prices and quantities rather than on the 
basis of free trade. 

Market prices of dairy products in the United States are substan- 
tially higher than the prices at which most international trade in 
dairy products is conducted among foreign countries. The present 
import duties and agreements will not effectively prevent a substantial 
increase in United States imports of dairy products. 

Many foreign countries are eager to obtain dollar exchange. Open- 
ing the higher-priced markets of the United States to unlimited 
imports could prompt renegotiations among foreign countries so as 
to increase the availability of foreign supplies of dairy products for 
shipment to the United States. 

The diversion ri the United States of even moderate percentages 
of the supplies of foreign dairy products that will be available for 
international cea would seriously affect the dairy support program 
by increasing the necessary price support purchases and intensifying 
the disposal problem. 

As you are aware, when Secretary Benson announced the exten- 
sion of the price support program for milk and butterfat for another 
year at 90 percent of parity, he requested the dairy industry to 
develop more satisfactory programs aimed at reducing to a mmimum 
governmental support purchases. 

The dairy industry has responded exceptionally well to the Sec- 
retary’s request and is engaged in trying to develop such a program. 
While the dairy industry is very complex, we think real progress is 
being made 

At the ceeds time there are some indications that the industry 
may conclude that the program it should recommend would involve 
self-help features, whereby the program would be largely financed 
by producers and therefore no longer a burden on the taxpayer. 

We also believe that strenuous efforts will be made to increase the 
demand for milk and its products and otherwise to improve the mar- 
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keting of these products so as to reduce the need for surplus removal 
operations. 

The CHarrmMan. Thank you, Mr. Norton. Do you think that the 
Diary Industry Committee is going to be able to make real progress 
in developing markets for surplus production before next April? 

Mr. Norton. I think the dairy industry itself feels that next 
April is too soon. But they are now and will continue to make an 
attempt to do so. 

The Cuarrman. What direction are they following in this effort? 

Mr. Norton. Within this country and abroad? 

The CHatrMAN. Yes, either within this country or abroad. 

Mr. Norvon. Of course the self-help features of the program are 
designed to let them, as an industry, accumulate the surplus. They 
propose, as I understand it, to sell those surpluses to deficit milk areas 
at reduced costs, the losses on which they will stand, rather than the 
Commodity Corporation. 

The CHarrMAN. That is reduced costs in the foreign field? 

Mr. Norton. Yes, sir 

The CHarrMaNn. Foreign markets? 

Mr. Norton. Yes, sir. 

The CHatrMan. They feel there is a substantial outlet? 

Mr. Norton. Yes, sir 

The CuHatrMan. I recall, Senator Mundt—he is not with this com- 
mittee today because he is too busy right now—he said “Why do we 
not send this surplus to those areas of the world where the v cdo not have 
enough to eat, to live on, particularly dairy products?’ 
the thought that instinctively came to his mind 

Mr. Norron. [ am sure that is in their minds, too 


That was 


The CuHatrMan. I became somewhat concerned. As vou know, we 
somewhat anticipated that the increased production would not hold 
up for this year as it did for 1952. Instead of not holding up, the 
increase over the preceding year is actually higher than it was a 
vear ago. I think in my State now they are producing about 16 


percent more milk than they were a year ago and no market for it 

When I discuss it, there are those who say “Let the Government 
come in and give us higher support prices.”” [I say “Yes, but as the 
Government comes in and you depend on Government supports, the 
Government is going to tell you how much milk you can each market.”’ 
There would be definite administrative limitations 

Mr. Norron. Production controls, in other words 

The CHarrMan. In the first place it would be almost impossible to 
set up the machinery. In the second place there would be such wide 
spread resentment if we tried it that it would just be unworkable to do 
that. 

Mr. Norton. As you know, our only attempt at a partial production 
control is in the percentage of parity at which the Secretary sets the 
support levels. 

The CuarrMAN. We also know that the time is coming when we will 
not have surplus production unless somebody performs a miracle. So 
it seems a logical solution to dispose of this in a foreign field. But how 
are we going to get along with the other exporting countries? Is it 
possible, as I asked the preceding witness, Mr. Davis, to work with 
the other exporting countries? We do not want to break down the 
economy of New Zealand, Holland or Denmark if we can help it, or 
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Canada. Of course, Canada in a short time will be using her own 
production. 

Mr. Norton. As you probably know, Senator, one of our ways of 
disposing of this is under 416, and on May 1 we announced the avail- 
ability to both domestic and foreign relief agencies the availability of 
100 million pounds of nonfat. That is not a cash return to this 
Government but that does go to these same foreign countries where, at 
a dumping price, we would be in trouble, but as a relief measure we 
are not in trouble. 

The CHarRMAN. Are the relief agencies finding a ready outlet? 

Mr. Norron. Oh, yes. 

The CHarrMAN. Are you able to make arrangements with them? 

Mr. Norton. We have been selling these relief agencies up to now, 
or up to May 1, milk at a reduced price. They pay this reduced price 
to us plus the transportation. I presume that when they pay only the 
transportation they will be interested in more milk and they are able 
to find outle ts, re slief purpos e outlets. 

The CuarrmMan. It has been said that if the price of butter were 
reduced something like 20 cents a pound that we would sell butter 
to our own consumers in this country. That, however, seems to pre- 
sent difficulties, too. It would of course aggravate the vegetable-oil 
market which is already in bad shape. But worse than that, I have 
been advised by the BAE that in order to maintain the farmer’s in- 
come, if you reduce the price of butter 20 cents a pound so that it is 
on a competitive level with the substitutes, it would be necessary to 
increase the price of fluid milk 3 cents a quart to offset that loss of 
income which would result as the lower price for the butter. 

So it is easy to see what would happen if we suddenly announced 
an increase of 3 cents a quart in the price of milk. It seems to me 
that even though the dairy-support program may cost, we will sa 
up to $100 million a year, that that cost is comparatively small as 
compared to the cost to the people of this country, what the cost 
would be if the price of milk should be raised 3 cents a quart to 
offset it. 

Mr. Norton. That is right. 

The CHarrMAN. What effort is being made toward the development 
of new products, new dairy products? We know that in the last few 
years there has been a tremendous increase in the consumption of dried 
milk, whole milk, nonfat buttermilk, and so on. Is there any likeli- 
hood that new dairy products will be developed in the next few years 
that would broaden the market? 

Mr. Norton. I know, Senator, only of one product that is in the 
stage of development. Whether it will broaden the market or decrease 
the butter market I do not know. It is felt that the particular idea 
will reduce the price of butter and maintain the butter flavor, that 
apparently is the sales position of the butter producer at the time. 
That is the only product that I know of. There are certain difficulties 
connected with it and it has not been fully developed. 

The CHarrMAN. That is the low-fat content butter? 

Mr. Norton. Yes, sir. 

The CHatrRMAN. One day the manufacturers came in to talk to 
the staff of this committee. They brought samples of their products 
with them. If I recall correctly, they made the statement that the 
addition of butterfat to anything that spreads on bread would improve 
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the quality of that spread. They offered to make up anything we 
wanted in that line. They said even the addition of butterfat to 
honey would improve the quality; also, adding butterfat to peanut 
butter. Adding it to almost anything that spreads on bread would 
improve the quality. 

Mr. Norton. What I had in mind had nothing added to it, except 
dairy products. It was a butter product. 

The CHarrMAN. It is a low-fat content dairy spread? 

Mr. Norton. Yes, sir. The main ingredient added to it is milk 
solids and in a higher percentage than the solids now contained in 
butter. 

The CHarrMan. Of course if it were effective at all it would ag- 
gravate the problem for the vegetable oil people. While butter gets 
all the publicity, 1 believe the Commodity Credit Corporation does 
have on hand the makings of something like a billion pounds of 
oleomargarine in the shape of cottonseed oil, which is owned by the 
Commodity Credit Corporation, or will be owned very soon. 

We thank you, Mr. Norton, for coming before the committee 
this morning. 

Tomorrow had been set aside for those who wished to testify on 
poultry products. Two representatives of the Department of Agri- 
culture were to have testified. It appears, bowever, that the « xports 
and imports of poultry products are so small that it has not generated 
any particular interest in this phase of the hearings. The members 
of the committee all have so much to do that it appears best to cancel 
the hearing on poultry products for tomorrow and to print the state- 
ments of Mr. Karpoff, and Mr. Miller, of the USDA, in the printed 
hearings. We will call off the hearings for tomorrow 

On Friday two representatives of the Department of Agriculture will 
testify on exports and imports of fats and oils. There are also a couple 
of witnesses who did not get under the wire on the hearings on exports 
and imports of grain who desire to be heard. | think there will be 
time to hear them all on Friday. There will be two representatives 
of the USDA on fats and oils and a couple of witnesses on the export 
and import of grains. Also, Senator Jack Kennedy wishes to make a 
brief statement on wool. We will accommodate as many as we can. 
I think we can probably take care of them all on Friday. 

At the beginning of next week, Monday and Tuesday, we will have 
hearings on the bill to reorganize the Farm Credit Administration. 

We will recess until Friday at 10 o’clock. 

(Whereupon, at 11:23 a. m., the hearing was adjourned, to reconvene 
at 10 a. m., Friday, May 8, 1953.) 
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